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Timely news and information on national tax issues



Documentation and
transfer pricing policies
as planning measures
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In recent years, the global
economy has been affected by
multiple contextual factors,
whose impact has varied in each
industry. COVID-19 seemed to be
the trigger of the start of a
recession that at the time, given
the lack of information and
uncertainty, presented a
challenge for business groups, in
terms of knowing and quantifying
the results stemming from
decision making in the markets
where they operate. In many
cases, actions were taken that
allowed for mitigating an adverse
position following certain
measures or barriers that were
imposed, such as the closing of
borders and mobility restrictions,
among others.

Due to the lack of guidelines on
how to face a crisis such as the
one posed by the pandemic
(from a transfer pricing
perspective), entities such as the
Organization for Economic
Cooperation and Development
(OECD) issued guidance so that
taxpayers and tax administrations
could evaluate the application of
transfer pricing rules for the
periods affected by the pandemic

(such as, the “Guidance on the
transfer pricing implications of
the COVID-19 pandemic”). In this
vein, if as result of the measures
taken by the business group,
actions were applied between
related companies that implied a
transfer pricing analysis, it is
recommended to have a “Tax
file” that includes the transfer
pricing study within the
documentation, as well as other
supporting documentation that
justifies any accuracy or
comparability adjustment
applied.

This Tax File should have the
compilation of technical
information that justifies any
transfer pricing considerations in
transactions between related
companies that have been made
as a result of the pandemic
(financial transactions,
differentiated pricing, and
waiving of royalty payments,
among others).

Having the compilation of the
historical information on a
relevant event such as the one
that occurred, in addition to
supporting any measure adopted,
could be used for strategic
planning in commercial
opportunities and action plans
for facing potential future crises.

A comprehensive transfer pricing
policy would allow business
groups to maximize the use of
their available resources in each
jurisdiction where they operate.
Some of the intragroup policies
most commonly applied are:

e Financing: Given a
company’s need for
funds, it could be viable
to opt for financing
between related
companies, applying
market conditions that
an independent third
party would offer.
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® [Intragroup services: When a company of the group has
the qualified personnel and available resources, business
groups could consider the centralization of certain
activities in one or more companies of the group, thus
allowing it to focus on operating activities that produce a
profit.

e Cost Contribution Arrangement (CCA): Under this
framework, there is a contractual arrangement between
related companies that allows them to share the
contributions and risks involved in the joint development,
production or obtaining of services with the
understanding that these are expected to create benefits
for the individual businesses of each of the participants.

In the adoption and construction of transfer pricing policies,
business groups should consider that they must comply with the
regulatory requirements of each jurisdiction where they operate,
founded on a technical methodology based on the transfer pricing
guidelines of the OECD.
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More information:

Federico Paz
Tax and Legal Partner

fepaz@deloitte.com

José Angel Lopez
Transfer Pricing Manager

joselopez@deloitte.com
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Tax Calendar

. April 2023
April 2023 P
Use our 2023 Tax Calendar to keep informed
about: S M T W T F S
1
Tax Obligations before the
Tax Office (Ministerio de Hacienda) 2 3 4 5 6 7 8
9 10 11 12 13 14 14
Municipal Tax Obligations 16 17 . 19 20 ” 2
23 24 25 26 27 28 29
Payroll Management
Obligations 30

Tax Newsletter | April 2023

To learn more about April’s obligations:

Download the 2023
Tax Calendar
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https://www2.deloitte.com/sv/es/pages/tax/articles/Calendario-Obligaciones2023.html
https://www2.deloitte.com/sv/es/pages/tax/articles/Calendario-Obligaciones2023.html
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Alvaro Miranda
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Tax Manager
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Cosette Fuentes
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cg.fuentes@deloitte.com

Wilmer Garcia
Transfer Pricing Senior Manager
wsgarcia@deloitte.com

Emerson Inocente
Tax Manager
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Mario Coyoy
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Mantente informado.
Descubre Deloitte tax@hand
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Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited (“DTTL”), its global network of member firms, and their related entities (collectively, the “Deloitte organization”). DTTL (also referred to as “Deloitte Global”)
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only for its own acts and omissions, and not those of each other. DTTL does not provide services to clients. Please see www.deloitte.com/about to learn more.

As used in this document, “Deloitte” refers to Deloitte El Salvador S.A. de C.V., which has the exclusive legal right to become involved in, and limit its business to, the provision of audit, consulting, tax and legal, risk advisory,
financial advisory and other professional services under the name “Deloitte”.

Deloitte provides industry-leading audit and assurance, tax and legal, consulting, financial advisory, and risk advisory services to nearly 90% of the Fortune Global 500® and thousands of private companies. Our professionals
deliver measurable and lasting results that help reinforce public trust in capital markets, enable clients to transform and thrive, and lead the way toward a stronger economy, a more equitable society and a sustainable world.
Building on its 175-plus year history, Deloitte spans more than 150 countries and territories. Learn how Deloitte’s approximately 415,000 people worldwide make an impact that matters at www.deloitte.com.

This communication contains general information only, and none of Deloitte Touche Tohmatsu Limited (“DTTL”), its global network of member firms or their related entities (collectively, the “Deloitte organization”) is, by means
of this communication, rendering professional advice or services. Before making any decision or taking any action that may affect your finances or your business, you should consult a qualified professional adviser.

No representations, warranties or undertakings (express or implied) are given as to the accuracy or completeness of the information in this communication, and none of DTTL, its member firms, related entities, employees or

agents shall be liable or responsible for any loss or damage whatsoever arising directly or indirectly in connection with any person relying on this communication.
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