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INTRODUCTION (1)

• COURSE OBJECTIVES
• THE FRAMEWORK-
• OECD Transfer Pricing Guidelines for 

Multinational Enterprises and Tax 
Administrations, 10 July, 2017; 
https://read.oecd-ilibrary.org/taxation/oecd-t
ransfer-pricing-guidelines-for-multinational-en
terprises-and-tax-administrations-2017_tpg-2
017-en#page1  PLUS

http://page1
http://page1
http://page1
http://page1


INTRODUCTION (2)

• + Transfer Pricing Guidance on Financial 
Transactions: Inclusive Framework on BEPS: 
Actions 4, 8-10, 11 February 2020---

• NEW CHAPTER X OF THE OECD TRANSFER 
PRICING GUIDELINES.

https://www.oecd.org/tax/beps/transfer-pricing
-guidance-on-financial-transactions-inclusive-f
ramework-on-beps-actions-4-8-10.htm

https://www.oecd.org/tax/beps/transfer-pricing-guidance-on-financial-transactions-inclusive-framework-on-beps-actions-4-8-10.htm
https://www.oecd.org/tax/beps/transfer-pricing-guidance-on-financial-transactions-inclusive-framework-on-beps-actions-4-8-10.htm
https://www.oecd.org/tax/beps/transfer-pricing-guidance-on-financial-transactions-inclusive-framework-on-beps-actions-4-8-10.htm
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• It is a very important breakthrough document. 
• A paper to specifically consider the implications of transfer pricing issues 

and problems concerning financial transactions (usually, the Guideline 
focus its attention on tangible & intangible operations).

• It is the first time that the OECD Transfer Pricing Guidelines include 
guidance on the transfer pricing aspects of financial transactions, which 
will contribute to consistency in the interpretation of the arm’s length 
principle and help avoid transfer pricing disputes and double taxation.

• Therefore, the general framework like documentation regulations, and so 
forth of the OECD Guidelines are, generally speaking, also applied to 
financial transactions.

• FIRST STEP AND RECOMMENDATION: TO READ AND 
UNDERSTAND THE OECD PAPER TRANSFER PRICING ISSUES 
ON FINANCIAL TRANSACTIONS.

https://www.oecd.org/tax/transfer-pricing/oecd-transfer-pricing-guidelines-for-multinational-enterprises-and-tax-administrations-20769717.htm
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• In fact:

• A) The guidance in this report describes the transfer 
pricing aspects of financial transactions. It also 
includes a number of examples to illustrate the 
principles discussed in the report. 

• Section B provides guidance on the application of the 
principles contained in Section D.1 of Chapter I of the 
OECD Transfer Pricing Guidelines to financial 
transactions. 

• In particular, Section B.1 of this report elaborates on 
how the accurate delineation analysis under Chapter 
I applies to the capital structure of an MNE within an 
MNE group. 



INTRODUCTION (5)

• B) It also clarifies that the guidance included in that section 
does not prevent countries from implementing approaches to 
address capital structure and interest deductibility under 
their domestic legislation (BEPS ACTION 4). Section B.2 
outlines the economically relevant characteristics that inform 
the analysis of the terms and conditions of financial 
transactions. 

• C) Sections C, D and E address specific issues related to the 
pricing of financial transactions (e.g. treasury functions, 
intra-group loans, cash pooling, hedging, guarantees and 
captive insurance). 

This analysis elaborates on both the accurate delineation and the 
pricing of the controlled financial transactions. 
• D) Finally, Section F provides guidance on how to determine a 

risk-free rate of return and a risk-adjusted rate of return.
•  
• S
•  
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• Sections A to E of this report are included in the 
OECD Transfer Pricing Guidelines as Chapter X. 
Section F is added to Section D.1.2.1 in Chapter I 
of the Guidelines, immediately following 
paragraph 1.106.

• THEREFORE, CASH POOLING (CPL) IS DEEMED AS 
A SPECIFIC FINANCIAL TRANSACTION TOOL 
WITHIN THE TREASURY FUNCTIONS OF A 
MULTINATIONAL ENTERPRISE (MNE). 

• It is basically a treasury management 
mechanism.



OTHER DOCUMENTS (1)

• Other documents, papers and examples on 
cash-pooling issues to be read, helping you to 
understand the cash-pooling transfer pricing 
problems:
• 1) United Nations. Practical Manual on Transfer 

Pricing for Developing Countries (3 rd Edition, 2021), 
United Nations Editing, New York, 2021, Economic 
&Social Affairs, ST/ESA/377

• https://www.un.org/development/desa/financin
g/sites/www.un.org.development.desa.financing
/files/2021-04/TP_2021_final_web%20%281%29.
pdf

https://www.un.org/development/desa/financing/sites/www.un.org.development.desa.financing/files/2021-04/TP_2021_final_web%20%281%29.pdf
https://www.un.org/development/desa/financing/sites/www.un.org.development.desa.financing/files/2021-04/TP_2021_final_web%20%281%29.pdf
https://www.un.org/development/desa/financing/sites/www.un.org.development.desa.financing/files/2021-04/TP_2021_final_web%20%281%29.pdf
https://www.un.org/development/desa/financing/sites/www.un.org.development.desa.financing/files/2021-04/TP_2021_final_web%20%281%29.pdf


OTHER DOCUMENTS (2)

•  1.A: General differences of the UN TP Manual 
compared to OECD TP Guidelines:
– It is more detailed concerning some transfer 

pricing problems, e.g. legislation design.

– The document focusses in practical and 
administrative matters, e.g. audit techniques.

– It encompasses questions don´t considered within 
the OECD framework, e.g. more pricings methods, 
such as the “sixth rule” or “commodity rule”.



OTHER DOCUMENTS (3)

– It encompasses more practical issues, e.g. audit procedures.

– It includes several national annexes.

1.B. But it has also disadvantages, e.g. financial transactions within MNE. 
• Its Chapter 9. “Intragroup financial transactions” doesn´t develop 

specific rules for cash-pooling activities.

CONCLUSION- not very useful for solving cash pooling problems

• 2) The European Union Joint Transfer Pricing Forum has not yet 
dealt with financial transactions, 
https://ec.europa.eu/taxation_customs/business/company-tax/tra
nsfer-pricing-eu-context/joint-transfer-pricing-forum_en

https://ec.europa.eu/taxation_customs/business/company-tax/transfer-pricing-eu-context/joint-transfer-pricing-forum_en
https://ec.europa.eu/taxation_customs/business/company-tax/transfer-pricing-eu-context/joint-transfer-pricing-forum_en


OTHER DOCUMENTS (4)

• 3) SPAIN---Tax Agency. National Office for International Taxes (ONFI). “Tax 
audit Guide for treasury centralized agreements (cash pooling)” (not yet 
adjusted to OCDE Transfer Pricing document 2020) (internal document. For 
official uses only).

• 4) UK. HMRC internal manual. International Manual, NTM503130 - Cash 
pooling: setting interest rates for participants on an arm's length basis, 

Updated 19 April, 2021

https://www.gov.uk/hmrc-internal-manuals/international-manual/intm503130

https://www.gov.uk/hmrc-internal-manuals/international-manual/intm503130


OTHER DOCUMENTS (5)

• RECOMMENDATION:

It is important to remind you that transfer pricing management, 
controls and audits should be regulated and performed 
under specific administrative rules and practical guidelines 
issued by  eachTax Administration.

SO, TAX ADMINISTRATIONS SHOULD DRAFT AND PREPARE 
GUIDELINES FOR DEALING WITH RELEVANT TRANSFER 
PRICING PROBLEMS, ACCORDING WITH ITS INSTITUTIONAL 
FRAMEWORK, PARTICULAR CONDITIONS AND DOMESTIC 
REGULATIONS.



OTHER DOCUMENTS (6)

5) Generally speaking, there is not special  
domestic legislation for financial transactions 
transfer pricing issues (including cash pooling 
arrangements). 

THEN:

General transfer pricing regulations are wholly 
applied to financial transactions from the 
concept to the documentation 
obligations---the same idea that the OECD 
Guidelines. 



OTHER DOCUMENTS (7)

• 6) Bibliography on the topic-

– A) Pugh, Daniel; Lamszus, John W.; Scheweider, Selena. 
Transfer pricing guide to cash pooling arrangements, 
https://www.taxjournal.com/articles/transfer-pricing-guid
e-to-cash-pooling-arrangements

     -  B)  Haller, Alexander. Application of the Arm’s Length 
Principle to Physical Cash Pooling Arrangements in Light of the 
OECD Discussion Draft on Financial Transactions, Intertax 47 
(2019), pages 349-369.

-C) BDO. Transfer pricing news issue 33, March 2020, 
https://www.bdo.global/en-gb/microsites/tax-newsletters/tr
ansfer-pricing-news/issue-33-march-2020/international-trans
fer-pricing-on-financial-transactions

https://www.taxjournal.com/articles/transfer-pricing-guide-to-cash-pooling-arrangements
https://www.taxjournal.com/articles/transfer-pricing-guide-to-cash-pooling-arrangements
https://www.bdo.global/en-gb/microsites/tax-newsletters/transfer-pricing-news/issue-33-march-2020/international-transfer-pricing-on-financial-transactions
https://www.bdo.global/en-gb/microsites/tax-newsletters/transfer-pricing-news/issue-33-march-2020/international-transfer-pricing-on-financial-transactions
https://www.bdo.global/en-gb/microsites/tax-newsletters/transfer-pricing-news/issue-33-march-2020/international-transfer-pricing-on-financial-transactions


OTHER DOCUMENTS (8)

– D) DL PIPER. Global Tax Alert: Cash pools and 
transfer pricing - 10 things to consider, 
https://www.dlapiper.com/en/us/insights/publica
tions/2019/06/global-tax-alert-cash-pools-and-tra
nsfer-pricing/

– E) Chand, Vikram. Transfer Pricing Aspects of Cash 
Pooling Arrangements in Light of the BEPS Action 
Plan, International Transfer Pricing Journal, 
January-February 2016, pages 38 to 47.

https://www.dlapiper.com/en/us/insights/publications/2019/06/global-tax-alert-cash-pools-and-transfer-pricing/
https://www.dlapiper.com/en/us/insights/publications/2019/06/global-tax-alert-cash-pools-and-transfer-pricing/
https://www.dlapiper.com/en/us/insights/publications/2019/06/global-tax-alert-cash-pools-and-transfer-pricing/


SOME REMARKS (1)

• KEY POINTS:

• A. Financial transactions have or could have many 
transfer pricing problems. Don´t underestimate 
them.

• B. BEPS Actions 4 - Limiting Base Erosion Involving 
Interest Deductions and Other Financial Payments. 
See 2016 Update, 
https://www.oecd-ilibrary.org/docserver/978926426
8333-en.pdf?expires=1620505977&id=id&accname=
guest&checksum=A976F2486133DF24107B3821D47
DA197, and 8-10, have just recognized its relevance.

https://www.oecd-ilibrary.org/docserver/9789264268333-en.pdf?expires=1620505977&id=id&accname=guest&checksum=A976F2486133DF24107B3821D47DA197
https://www.oecd-ilibrary.org/docserver/9789264268333-en.pdf?expires=1620505977&id=id&accname=guest&checksum=A976F2486133DF24107B3821D47DA197
https://www.oecd-ilibrary.org/docserver/9789264268333-en.pdf?expires=1620505977&id=id&accname=guest&checksum=A976F2486133DF24107B3821D47DA197
https://www.oecd-ilibrary.org/docserver/9789264268333-en.pdf?expires=1620505977&id=id&accname=guest&checksum=A976F2486133DF24107B3821D47DA197


SOME REMARKS (2)

• C) Dealing from a transfer pricing perspective with 
financial transactions implies taking into account 
their particular problems, e.g. lack of comparables in 
many cases and specific problems, which are related 
within the 2020 OECD paper, but it also needs to 
previously understand the general meanings, ends  
and works of the OECD Guidelines.

Differences exist but financial transactions (and so, CPL 
structures) are not another and totally separate 

world from OECD Transfer Pricing Guidelines.



SOME REMARKS (3)

• D) Therefore, before addressing the cash-pooling 
particular considerations, we have to analyze the 
links between financial transactions and the general 
OECD transfer pricing Guidelines.

• E) Cash- pooling (CPL) is a peculiar way to manage 
MNE treasury function, but not the only one. 

Several problems on treasury MNE functions from a 
transfer pricing view have to be considered before 
analysing specific CPL matters.



SOME REMARKS (4)

• The way to deal with the cash-pooling transfer 
pricing questions:
– A. General OECD Guidance issues applied to 

cash-pooling: identifyng the commercial and 
financial relations amongst MNE members, 
identifyng  relevant characteristics of the actual 
financial transactions (contractual terms, 
functional analysis), substance over form principle 
(recharacterization of the transaction, if the case), 
…



SOME REMARKS (5)

– B) How the ‘accurate delineation analysis’ of 
transactions advocated by the 2017 OECD 
Transfer Pricing Guidelines is to be applied to this 
particular financial transaction (including to the 
capital structure of an MNE itself within an MNE 
group), e.g. stand-alone credit ratings of individual 
subsidiaries of a multinational group (and their 
impact).

– C) Taking into account that cash-pooling is a 
treasury function, several general questions…



SOME REMARKS (6)

• …regarding general transfer pricing problems of all 
treasury functions have to be keep in mind, e.g. the 
different level of centralization of the specific MNE 
structure.
– -D) Study and analyze the particular CPL structure.

• It´s not an easy task.

Recommendation: follow-up the above path, from the 
application of general DEMPE principles to your 
cash-pooling specific problems.



CASH –POOLING (1)

• For MNE groups, the management of group finances is an 
crucial task. 

• In crisis time (COVID-19 pandemic, for example) the need 
and availibility of TREASURY assets and flows are the core 
of the MNE financial problems.

• CASH POOLING ARRANGEMENTS is a valuable treasury 
tool for practical, day-to-day cash management. 

• Cash pooling allows a multinational group to centralize its 
internal financing arrangements, allowing more control, 
efficiency, and synergy across the members of the group. 



CASH-POOLING (2)

• CASH-POOL IS A SYSTEM TO CENTRALIZE THE MNE 
TREASURY FOR SHORT-TERM PURPOSES.

It could be considered similar to a central procurement 
system for commodities (CPS), and some of the 
transfer pricing problems arising from CPS are the 
same as CPL problems.

It is a treasury structure, to optimise liquidity across the 
MNE group to ensure the business have enough cash 
available all the time at zero riks and reduced or zero 
interest costs.



CASH POOLING (3)

• However, although cash pooling arrangements 
are one of the most important tools to 
facilitate efficient liquidity management within 
MNEs or group companies, isn´t the only 
treasury tool used by MNE and isn´t the only 
treasury functions wit transfer pricing 
problems.

• In fact, the OECD Chapter X Guidelines lays 
out:



CASH POOLING (4)

• Intra-group loans (including the fact that 
implicit guarantees from a group can and 
should be taken into account when pricing 
loans);

• Cash pooling;

• Hedging;

• Guarantees; and

• Captive insurance transfer pricing specific 
questions.



CASH POOLING (5)

Under a cash-pooling arrangement, the MNE 
headquarters decide to bring together, either 
physically or notionally, the cash balances of all MNE 
entreprises or some MNE entreprises (universal 
cash-pooling versus regional cash-pooling 
structures).

• There are, nevertheless, more and more complex 
structures and their time spam is increasing.

• RECOMMENDATION: Analyse each cash-pool 
structure according with its peculiar functions, facts 
and circumstances.



CASH POOLING (6)

– 1.  Advantages:

• Centralize its internal financing arrangements,  so 
reducing the financial MNE costs .

• Obtain favorable deposit and borrowing interest rates 
in light of their increased cash position, 

• Achieve cost savings on banking transactions. 

• Acquire cash pool benefits available on the difference 
between debit and credit interest rates.

• Allowing more control on MNE financial transactions, 



CASH-POOLING (7)

• Efficiency, and synergy across the members of the 
group in managing cash streams. 

• Reducing financial costs, instead of asking for external 
credits, MNE enterprises could help each another 
without interest costs.

• Ameliorate MNE credit risk.

2. Disadvantages (from a Tax Administration perspective):

-CPL involve many different enterprises in different 
domestic jurisdictions (lack of control and risk information).

-The synergies are not always compatible with the 
functional independent transfer pricing  theory.



CASH-POOLING (8)

• A lot of fiscal risks. Asymmetries: lenders and 
borrowers are members of the same MNE, 
therefore it is difficult to apply the principle of 
free competence to both parts.

• Problems of characterization: loans? Deposits? 
current accounts? Factoring?

• Quantifyng the remuneration of the 
cash-pooling operation: for the management 
services (leader), for the lender/borrower 
position (CPL members).



CASH POOLING (9)

– Lack of external data bases: financial data base, 
such as Moody´s, Bloomberg, etc.

– Delineation of the actual cash-pooling function. 
In some cases the relationships between the 
manager and the cash-pooling members are not 
just short-term neither a simple cash pooling 
together, but they integrate other services, e.g. 
financial advising.

– Lack or difficulties to obtain comparables bank 
independent interest rates for borrowing 
activities?.



Types of Cash Pooling
Polling Question 1

A physical cash-pooling structure is an arrangement in which:

1.The benefits of combining credit and debit balances of several 
accounts are achieved without the physical transfer of balances 
amongst the participating members.

2.Under such arrangement, the bank account balances of all the pool 
members are transferred weekly to a single bank account.

3.Under such arrangement, the bank account balances of all the pool 
members are transferred daily to a single bank account.

4.The combination of the credit and debit balances of the cash pooling 
members would never been equal to zero.



Types of Cash Pooling
Polling Question 2

A notional cash-pooling structure is an arrangement in which:

1.Under such arrangement, the bank requires cross-guarantees from all 
participants.

2.The benefits of combining credit and debit balances of several 
accounts are achieved without the physical transfer of balances 
amongst the participating members.

3.Because the cash-pooling structure is notional, you should establish a 
notional cash account as the header of the structure.

4.The bank aggregates every month the balances (credit or debit 
balances) of the participants.



TYPES OF CASH POOLING (1)

• A. Physical. The MNE uses one bank account 
to pool together all cash members, which 
amounts are transferred daily to a single 
central bank account owned by the cash pool 
leader, who manages the cash-pool 
arrangement, and it should receive a 
remuneration for such service (transfer 
pricing issue).

• B. Notional. 



TYPES OF CASH POOLING (2)

In that case, several of the benefits of combining credit and debit 
balances of MNE members don´t need to be transferred to a 
particular bank account. Nevertheless, the credit bank should 
require cross-guarantees from pool participants to enable the 
member rigths to set in/set of cash balances between 
members accounts, if necessary.

• C. OTHER ARRANGEMENTS. For example, only some MNE 
members mix their cash positions or the cash-pooling 
arrangements with the bank also lead to other financial 
transactions, such as factoring , confirming, special credits, 
etc.

• In these cases, several transfer pricing matters on financial 
transactions ougth to be considered.



TRANSFER PRICING CASH 
POOLING PROBLEMS (1)

• 1. Accurate delineation of the CPL 
agreement:
– Analyze all the financial transactions involved or 

other services considerations.

– Taking into account the functions, risks (liquidity 
and credit risks) and assets involved (cash or even 
other financial instruments).

– Determining the role of all members involved: 
leader/manager, members, banks, and so forth.

• 2. Determining the arm´s length price of cash 
pooling transactions:



TRANSFER PRICING CASH 
POOLING PROBLEMS (2)

– 2.1. Rewarding the cash pool leader/manager 
function.

The remuneration of the CPL depends on its functional and 
risk profile. At one end of the spectrum, a CPL can be 
characterized as a financial services entity (with limited 
functions and risks), at the other end, it can be 
characterized as an in-house bank (with significant 
functions and risks). Financial services entities earn a lower 
return as compared to in-house banks and, therefore, an 
inappropriate characterization of the CPL can lead to 
incorrect remuneration and significant transfer pricing 
risks. A robust functional analysis will ensure that an 
appropriate transfer pricing policy is adopted.



TRANSFER PRICING CASH 
POOLING PROBLEMS (3)

It is important also to think of:

a) Consider options realistically available to 
each Cash Pool Participant.

b) Determine the credit risk

c) Ensure cash pooling transactions are 
characterized appropriately , etc.

– 2.2. Rewarding the cash-pool members functions, 
the operation in turn would involve several 
transfer pricing matters, such as:



TRANSFER PRICING CASH 
POOLING PROBLEMS (4)

• Ensure interest rates are arm's length - Interest rates 
applicable to cash pool transactions should reflect the risk 
inherent in them. Therefore, it is important that the terms and 
conditions of the legal agreement, credit risk of the CPL and 
the CPPs, and currency of the transactions are taken into 
account when determining the credit and debit interest rates.

• In sum, consider and evaluate the interest rates applicable to 
the debit and credit positions within the pool are arm´s 
length interest rates.

• Ensure cash pool advantages are allocated appropriately - A 
cash pool advantage refers to the synergies and cost savings 
generated by cash pooling arrangements. This advantage 
needs to be quantified and allocated to the CPL and/or the 
CPPs based on their relative contributions. 



TRANSFER PRICING CASH 
POOLING PROBLEMS (5)

• 3. The arm ´s length consideration of CPL 
guarantees.

Should these cross-guarantees (specially, in 
notional CPL) be rewarded and their fees 
payable?.

• If the case, are these payments established  
arm ´s length values?

• 4. Transfer pricing of other financial services 
involved within the CPL framework



TRANSFER PRICING CASH 
POOLING PROBLEMS (6)

Therefore, the main fiscal transfer pricing risks are:

– A. Asymmetries between lenders/borrowers.

– B. Inadequate characterization of the CPL agreement. 
Other financial transactions + services involved.

– C. Not arm ´s length remuneration for the leader´s.

– D. Not arm ´s length in interest rates. Problems of 
valuation for interest rates and other financial 
transactions.

– E. Lack of documentation, specially for international 
CPL operations.



TRANSFER PRICING CASH 
POOLING PROBLEMS (6)

• RECOMMENDATIONS:
– First step: Ask for the CPL documentation:

• Contracts.

• List of membership and relationships amongst MNE 
members.

• Basic CPL items: time conditions, interest rates, services 
provided by the leader, quantitative conditions, 

• General transfer pricing documentation: master file and 
local file, plus CbCR.

• Current account movements  and positions during the 
CPL time spam.



TRANSFER PRICING CASH 
POOLING PROBLEMS (7)

– MNE financial structure, organization and policies.

– Accounting (individual and consolidated).

– Credit ratings of CLP members.

– Working capital origins and destination 
(accounting regulations), etc.

• Second step: Study and analyze this  
documentation. Check the relations between 
the formal contracts of the CPL and the reality.
– Characterization of the CPL management during 

the audit time period



TRANSFER PRICING CASH 
POOLING PROBLEMS (8)

• Third step: Accurate delineation of the CPL 
transactions.

• Fourth step: Establishing the fair market value 
of the CPL member transactions:
– Searching comparables. See financial market data 

bases, international interest rates (EURIBOR, 
LIBOR, EONIA, ….). Bloomberg spreads and 
interest rates, for example.

– Valuation techniques to quantify the 
leader/member considerations and payments.



TRANSFER PRICING CASH 
POOLING PROBLEMS (9)

• Fifth step. Analysing the arm ´s length 
operation within:
– CPL financial coverages, specially concerning the 

manager/leader credit risk.

– CPL financial guarantees (accurate 
delineation)-credit risks, existence of “letters of 
comfort”, valuation of such guarantees, etc.

• Sixth step. Searching for other financial 
transactions of services hidden under the CPL 
agreement.



TRANSFER PRICING CASH 
POOLING PROBLEMS (10)

• IN SUM:

• Not an easy task.

• You need a very good knowledge of  
international financial markets.

• Knowing international financial data bases and 
financial accounting.

• Checking and obtaining international Tax 
Administration data.

• Expertise.



TRANSFER PRICING CASH 
POOLING PROBLEMS

Polling Question 3
Rewarding the cash pool leader or header function:

1.It’s not necessary to reward such activity because the header has to 
deliver it for free.

2.The header will receive at less 1% of the daily cash-pooling funds.

3.The appropriate reward of the cash pool leader will hinge upon the 
facts and circumstances, the functions performed, the assets used and 
the risks assumed by it in order to facilitate the cash pooling 
arrangement.

4.The appropriate reward of the functions performed by the 
cash-pooling header will depend on the costs of such activities.



TRANSFER PRICING CASH 
POOLING PROBLEMS

Polling Question 4
Financial guarantees within a cash-pooling arrangements:

1.Are always provided by the header.

2.Are always provided by a bank.

3.In a cash pooling arrangements, financial guarantees are 
always implicit, for example, by the use of the so-called 
“letters of comfort”.

4.In cash pooling arrangements, financial guarantees would be 
explicit or implicit.


