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In brief 

On September 15, 2016, the Finnish Government announced a proposal to implement the Organisation 

for Economic Co-operation and Development (OECD) Base Erosion and Profit Shifting (BEPS) initiative 

on transfer pricing documentation as well as a corresponding EU directive on country-by-country (CbC) 

reporting. The new rules on transfer pricing documentation would be effective as of January 1, 2017. The 

CbC reporting requirements would be applicable for financial years beginning on or after January 1, 

2016. The proposed legislation is on the parliament's agenda in late November of this year. 

 

In detail 

New requirements  

The proposed legislation 
corresponds to the guidance on 
transfer pricing documentation 
as described in the updated 
OECD Transfer Pricing 
Guidelines (the Guidelines). It is 
explicitly stated within the 
proposal that the Guidelines will 
serve as source of interpretation 
of the concepts included in the 
legislation. In practice, the new 
rules require Finnish taxpayers 
to prepare documentation in the 
format of a Master File and a 
Country File, with the content as 
comprehensive as presented in 
the Guidelines.    

The threshold for when a 
Finnish taxpayer must prepare 

transfer pricing documentation 
remains the same. Hence, small 
and medium-sized companies 
(SMEs) will remain exempt 
from transfer pricing 
documentation requirements 
even if they are engaged in 
cross-border transactions. The 
documentation requirements 
apply only to Finnish taxpayers 
belonging to a multinational 
group that either employs more 
than 250 people or has a 
consolidated turnover exceeding 
€ 50 million and a balance sheet 
total exceeding € 43 million, in 
line with the definition of SMEs 
as outlined in the EU 
Commission Recommendation 
2003/361/EC.  

Master File and Local File  

According to the proposed 
legislation, the following 
information should be included 
about the group:    

 Organizational structure.  

 Description of the business.  

 Description of activities 

related to intangibles.  

 Description of financial 

activities. 

 Consolidated financial 

statement or, if missing, 

equivalent information. 

 A list and description of 

advance unilateral pricing 

agreements and rulings 

relating to income allocation. 
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The following information should be 
included about the taxpayer:  

 Description of the organizational 

and management structure.  

 Description of the business.  

 Description of associated 

enterprises. 

 Information on related-party 

transactions, including dealings 

between the Finnish taxpayer and 

its permanent establishment (PE).  

 Functional analysis on related-

party transactions, including 

dealings between the Finnish 

taxpayer and its PE.  

 Comparability analysis, including 

information on comparables.  

 Description of transfer pricing 

method and its application.  

 Financial statement or, if missing, 

equivalent information.  

 Advance pricing agreements and 

other rulings that Finland has not 

granted or that Finland is not a 

party to.  

According to the proposed legislation, 
the taxpayer would not need to 
provide the group information if the 
total amount of the transactions 
conducted between the taxpayer and 
each associated enterprise does not 
exceed € 500,000 during the tax year. 
Furthermore, the exemption for 
minor transactions included in the 
current transfer pricing 
documentation requirements would 
remain the same. Consequently, the 
taxpayer would be exempt from 
providing information on functional 
analysis, comparability analysis, and 
transfer pricing method and its 
application (items 5-7 of the Local 
File) in case the total transaction 
amount between the taxpayer and the 

associated party does not exceed € 
500,000 during the tax year.  

The main rule is that the group 
information should be provided 
regarding the group as a whole, 
covering all business areas of the 
group. However, the proposal 
contains an exception allowing the 
taxpayer to provide group information 
only regarding the business area in 
which the taxpayer operates, provided 
that the business area can be 
segregated as an independent unit in 
relation to the rest of the group. The 
exemption would not be applicable if 
the taxpayer is the group’s ultimate 
parent company. In addition, group 
information always should be 
included for such centralized group-
functions and dealings that also 
concern other business areas than that 
of the taxpayer.  

In terms of language, transfer pricing 
documentation can be prepared in 
either Finnish, Swedish, or English.  

Observation: The Finnish tax 
administration issued further 
guidance on transfer pricing 
documentation in 2007, as the current 
documentation rules were introduced 
in Finnish tax legislation. The tax 
administration is expected to update 
this guidance in line with the new 
requirements, possibly before the end 
of 2016.  

Country-by-Country reporting   

The CbC reporting obligation applies 
to multinational groups with a 
consolidated turnover of at least € 750 
million in the preceding fiscal year. 
The main rule is that an obligation to 
submit a CbC report to the Finnish tax 
authorities rests with the ultimate 
parent company, if resident in 
Finland. However, if the ultimate 
parent company is not resident in 
Finland, the obligation rests with any 
other group company resident in 

Finland in case the foreign ultimate 
group company:  

 is not obliged by CbC reporting 

requirements;  

 is resident in a jurisdiction outside 

the EU with which Finland has not 

concluded an agreement on 

exchange of information regarding 

CbC reports within due time; or  

 is resident in a jurisdiction that has 

systematically neglected exchange 

of information and the Finnish tax 

authorities have reported this 

neglect.  

However, this rule would not apply to 
situations where the ultimate group 
company has appointed a group 
company resident within the EU to 
submit the CbC report. Nor would it 
apply, under certain conditions, if the 
ultimate group company has 
appointed a group company resident 
outside the EU.  A notification of the 
company obliged to submit the CbC 
report should be given to the Finnish 
tax authorities.  

The CbC report must contain the 
following country specific data of the 
group companies and PEs: (1) 
revenues (unrelated party, related 
party, total); (2) profit or loss before 
taxes; (3) income tax paid and accrued 
in the current year, as well as 
withholding tax; (4) stated capital; (5) 
accumulated earnings; (6) number of 
employees; and (7) tangible assets 
other than cash or cash equivalents.  

In addition, the CbC report should 
include information on the main 
business activities of each group 
company (and PE) as well as 
information on data sources and 
currency used. The Finnish 
Government’s proposal text also 
suggests that other information 
considered relevant to facilitate an 
understanding of transfer pricing risks 
could be included in the CbC report.  
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The CbC report can be provided in 
Finnish, Swedish, or English.  

Timeline  

The Master File and Local File do not 
have to be prepared 
contemporaneously during the tax 
year.  

Observation: Having ensured that the 
intra-group pricing is at arm’s length 
and preparing sufficient transfer 
pricing documentation before filing 
the tax return may provide penalty 
protection.  

A transfer pricing documentation 
(Master File/Local File) should be 
submitted to the tax authorities within 
60 days from a request by the local tax 
authorities. However, a taxpayer 
would not be required to submit 
transfer pricing documentation earlier 
than six months after the end of the 
financial year in question. Additional 
information requests should be 
satisfied within 90 days of the request. 
The tax authorities may extend the 
time period upon request.  

The CbC report should be prepared 
for financial years starting on or after 
January 1, 2016 and is due within 12 
months after the end of the financial 
year concerned. This means that CbC 
reports for financial calendar-year 
2016 shall be submitted by December 
31, 2017. The notification of the 
company obliged to submit the CbC 
report should be done by the end of 
the fiscal year for which the report is 
provided. For FY 2016, an extension 
has been granted allowing for the 
notification to be submitted by June 1, 
2017.  

Penalties for non-compliance  
Failure to comply with the transfer 
pricing documentation requirements 
or CbC reporting obligations may 
result in a tax penalty of a maximum € 
25,000. 

The takeaway 

The proposed new Finnish transfer 
pricing documentation requirements 
are in line with Action 13 of the OECD 
BEPS Action Plan. The new rules will 
impose significant additional transfer 
pricing documentation and reporting 
requirements in Finland. 
Consequently, a great deal of effort is 
anticipated for taxpayers to upgrade 
transfer pricing documentation that 
has been prepared in accordance with 
the current requirements in order to 
meet the proposed new rules. 

As for the first CbC report, the clock is 
ticking. Under the proposed rules, 
there are only eight months for the 
first CbC notifications to be made, and 
14 months until the CbC report for 
financial years ending December 31, 
2016 should be submitted (under local 
filing). Taking into account the 
pressure these deadlines have on ERP 
systems, tax department resources, 
and the broader set of stakeholders 
impacted by the CbC reporting, 
taxpayers should initiate action and 
plan for how the required information 
is to be collected and presented. Now 
also is the time to re-evaluate transfer 
pricing policies and, if needed, make 
corresponding adjustments in order to 
allocate income in accordance with 
the arm’s-length principle in 
jurisdictions where value is created. 
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Let’s talk   

For a deeper discussion of how this issue might affect your business, please contact: 

Transfer Pricing 

Merja Raunio, Helsinki 
+358 20 787 7402 
merja.raunio@fi.pwc.com 

Sari Takalo, Helsinki 
+358 20 787 7262 
sari.takalo@fi.pwc.com 

Linda Karhinen, Helsinki 
+358 20 787 7793 
linda.karhinen@fi.pwc.com 

Transfer Pricing Global and US Leaders 

Isabel Verlinden, Brussels 
Global Transfer Pricing Leader 
+32 2 710 44 22 
isabel.verlinden@be.pwc.com 

Horacio Peña, New York 
US Transfer Pricing Leader 
+1 646 471 1957 
horacio.pena@us.pwc.com 
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