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Business in the dock 

Tax avoidance clampdown wins 
support of G8 leaders 

The Guardian, July 2013 
The OECD claimed the 15-point action plan 

marked a “turning point in the history of 
international tax co-operation” 

The Guardian, July 2013 

Hundreds of multinational companies are 
lining up to establish operations in the UK, 
paving the way for thousands of new jobs 
and billions of pounds in extra tax revenue 

The Telegraph, May 2014 

Financial Times, September 2014 

G20 governments agree to 
crackdown on tax 

avoidance 

Financial Times, November 2013 

Hybrid tax schemes face 
day of reckoning 

HMRC has added £118m to the 
amount of tax it suspects to be 

underpaid through transfer pricing 
arrangements 

Economia March 2014 

• Increased publicity and 
criticism of income-shifting 
practices 
 

• Belief that tax revenues are 
not in line with income and 
operations 
 

• View that current 
international tax rules have 
not evolved with businesses 
of the 21st century 
 

• UK as a tax “haven”? 
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What is BEPS? 
BEPS stands for  
Base Erosion & Profit Shifting 
 
which constitutes a serious 
risk to tax revenues, tax 
sovereignty and  
tax fairness for many 
countries 

OECD BEPS Action Plan 

The BEPS Action Plan 
The OECD member states 
have published a plan 
containing 15 priority actions, 
which is a roadmap to 
changing international tax 
laws. 

OECD report addressing 
Base Erosion and  

Profit Shifting 

February 2013 

OECD released the 
Action Plan on BEPS 

July 2013 

OECD Discussion Drafts and Public Consultations 

Delivery on majority of 
remaining actions 

complete 

September 2015 

Delivery of all actions 
complete 

December 2015 September 2014 

Release of the first seven 
deliverables of the  
BEPS Action Plan 
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BEPS Actions overview 

Transfer pricing Jurisdiction to tax 

Transparency Leverage 

Actions  
8-10 

Actions  
11-15 

Actions  
1, 3, 5-7 

Actions  
2, 4 
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BEPS Actions overview  
Transfer Pricing (Actions 8-10) 

Transfer pricing is the setting of the price for goods and 
services sold between controlled legal entities within an 
group of companies. 

•  Update to Transfer Pricing guidelines. 

•  Focus on aligning profits to value creation (people and 
functions rather than assets and risks. 

•  Particular focus where a group has intangibles. 

•  Review your transfer pricing policies and how they 
correspond to your business’s value chain. 

•  Document transfer pricing policies and their 
implementation. 

 

What is it? 

What is the impact of BEPS? 

What actions should be considered? 

Transfer pricing 
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BEPS Actions overview 
Jurisdiction to tax (Actions 1,3,5-7) 

 
 

Rules to determine when an enterprise is subject to tax in a 
territory. Includes Permanent Establishment and controlled 
foreign company issues. 

• Changes to tax law as to what constitutes a Permanent 
Establishment. 

• Review of harmful tax practices (UK patent box?). 

•  Review your permanent establishment risks. 

•  Review your use of favourable tax rulings and regimes 

What is it? 

What is the impact of BEPS? 

What actions should be considered? 

Jurisdiction to tax 
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BEPS Actions overview 
Leverage (Actions 2-4) 

  

 
 

Intra-group debt financing is a readily used tool for tax 
avoidance using complex international tax structures or just 
simple leveraging of businesses. 

• Changes to tax laws regarding interest deductibility. 

• Changes to tax law to counter benefits of international tax 
structuring approaches.  

• Changes to double tax treaties to remove benefits in tax 
avoidance cases. 

• Review intra-group financing arrangements including 
allocation of debt and interest rates applied.  

• Review (and modify) existing hybrid structures. 

•  Review the application of treaty benefits and modify 
arrangements if needed. 

 

What is it? 

What is the impact of BEPS? 

What actions should be considered? 

Leverage 
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BEPS Actions overview 
Transparency (Actions 11-15) 

 
 

Providing for additional reporting requirements to enable tax 
authorities to identify and risk assess businesses’ use of tax 
avoidance. 

• Enhanced transfer pricing documentation requirements. 

• Country by Country reporting requirement 

• Enhanced sharing of information between tax authorities. 

• Review and update your Transfer Pricing documentation  

• Review country by country reporting data: 

• Is this readily available? 

• What does it show to tax authorities? 
 

What is it? 

What is the impact of BEPS? 

What actions should be considered? 

Transparency 
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What’s next? 

■ Review your tax strategy.  Is this documented? 

■ Review your ability to generate the required Country by Country reporting data from your 
business systems. Could this show to tax authorities? 

■ Review your group value chains by function in light of the new Transfer Pricing guidance. 
Are your transfer pricing policies fit for purpose, and are they well documented? 

■ Review your intra-group debt structures in light of BEPS. Do these need to change? 



Does your 
organisation 
have too much 
DATA but not 
enough 
INSIGHTS? 

Simon Livings 
KPMG Analytics 
October 2014 
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Too much data but not enough insights? 

“So profound is the potential impact of Big Data that the World 
Economic Forum considers it to be a new class of economic 
asset, akin to human capital and natural resources such as  
Oil and Gas”  

(FSN.co.uk – Mastering Big Data) 

 

“One in five of the UK's largest companies now 
measure the value of corporate data on their 

balance sheets.” 
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DATA should not simply inform, but provide INSIGHTS 

Do more with DATA… 

Organisations routinely face many complex challenges when making decisions, none more so 
than how to deal with, and make the most of the ever growing volume of data, whether financial, 
transactional, operational, customer related or even social media and unstructured data. 
Organisations that fail to effectively manage their data and fully exploit its value risk missing 
opportunities for commercial and competitive advantage. 

■ Insights into the state of the organisation 
■ Insights about customers 
■ Insights about an acquisition and synergies 
■ Insights about what the future might hold 
■ Insights into decisions 
■ Insights that help to run the business 
■ INSIGHTS are more powerful if they lead to direct actions 

The role of the Analyst is no longer just about analysis, but about  
PROVIDING INSIGHTS that PROVOKE ACTIONS 
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Why are there challenges in achieving INSIGHTS? 

1990s 
Less data,  
less information 

2000s 
More data, 
too much 
information? 

2010s 
Too much data, 
not enough 
insights? 

101101
001100
101101 

101101
001100
101101
101001
100101
101011
001011
011011
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010101 
 

10110100110010110
11010011001011010
11001011011011011
01001010111010011
00101101011001011
01101101111010011
00101101011001011
01101101111010011
00101101011001011
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00101101011001011
01101101110101101
1101001111011001 
 

We are moving from the Information Age to an AGE OF DATA 
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What do we mean by “too much DATA”? 

Business challenge:  
Knowing what data sources are available and which sources are appropriate to use 

90% of the world’s total 
data has been created 
within the past two years  

IBM 2012 
 

Every two days we create  
as much information as 
from the dawn of 
civilisation up until 2003 

Eric Schmidt,  
Chairman at Google, 2010 

 Traditional data is now called 
Structured Data 

 Semi-structured data  
versus Unstructured data 

 ‘Internet of things’ 

 Technology now exists that  
is able to convert unstructured 
formats into structured 
information 
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Understanding the data journey 

From DATA… 

…to INSIGHT 

 
INSIGHTS AND ACTIONS 

 
DATA STORAGE 
& PROCESSING 

 
DATA REPORTING, 

MODELLING  & ANALYTICS 

 
DATA 

DECISIONS 

 
DATA 

COLLECTION 

 
RAW DATA 
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Understanding the issues: Collecting the data 

Business challenge  
Collecting the right data in the most efficient manner without impairing data quality 

Issues around 

 Obtaining data from different sources and types 

 Obtaining data efficiently and robustly 

 Improving manual processes around data collection 

 

 

 Ensuring data is reliable and complete 

 Improving the quality of data being used 

 Embedding the right processes to detect if data  
collection fails 
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Understanding the issues: Storing and processing the data 

Business challenge  
How to store ever increasing volumes of data and process it without losing data 
integrity 

Issues around 

 Building and maintaining an appropriate infrastructure 

 Having appropriate data governance in place 

 Data management and data security 

 

 

 Ensuring data processing is complete and accurate 

 Data availability – the right data at the right time 

 Having an appropriate data strategy to meet differing needs  
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Understanding the issues: Deciding how to use the data 

Business challenge  
Understanding the needs of the business and finding ways to provide data to support 
these needs 

Issues around 

 What data do we need and what do we need it for? 

 How can our data be used to benefit the business? 

 Is the data aligned with how we want to run the business? 

 

 

 How can we utilise our unstructured data? 

 How can multiple data sources be combined to add value?  

 Do we have the right information to make the right 
decisions? 



20 © 2014 KPMG LLP, a UK limited liability partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved. 

Understanding the issues: Reporting on the data 

Business challenge  
How to do more with what you’ve got, and how to get more of what you need 
 

Issues around 

 One version of the truth / One version of the DATA 

 Reporting all that we have rather than finding out what we 
need 

 Aligning reporting across the organisation 

 

 Using data visualisation to enable data exploration 

 Increasing the speed of access to the data / continuous 
reporting 

 Cascading the metrics so that performance is measured 
consistently across the organisation 
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DATA VISUALISATION – giving DATA to the people! 

People don’t want standard BI reports anymore, they want access to the raw data 

Data visualisation tools allow people to ‘explore’ the data using interactive charts 

Data visualisation tools such as Tableau and Qlikview are fast becoming the tools of choice for 
reporting on and sharing of data 
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Understanding the issues: Decision making and planning 

Business challenge  
Employing data strategically within the organisation to support decision making 
processes 
 

Issues around 

 Making decision processes more efficient and consistent 

 Improving the reliability and quality of decision modelling 

 Using data to inform planning & strategy 

 

 

 Doing more with data to make better decisions 

 Making better business models 

 Minimising the risk of making the wrong decision  
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Understanding the issues: Predictive analytics 

Business challenge  
Understanding and employing the power of PREDICTIVE ANALYTICS in the 
organisation 
 

Issues around 

 What is predictive analytics and how does it apply to me? 

 How can analytics be used to create value for our business? 

 How can we use data to improve the accuracy of our 
forecasting? 

 

 How can we make more informed investment decisions? 

 Can analytics help our sales and marketing activities? 

 How can we embed the new technologies and techniques? 
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Risk and governance issues underpinning the data journey 

INFORMATION STRATEGY 

DECISION AND PLANNING MODELLING 

TACTICAL SOLUTIONS  and WORK AROUNDS 

DATA REMEDIATION / ASSURANCE 

DATA STRATEGY 

DATA QUALITY 

DATA MANAGEMENT 

DATA GOVERNANCE AND CONTROLS 

TECHNOLOGY PROGRAMME ASSURANCE 

INFORMATION PROTECTION, BUSINESS RESILIENCE AND DATA SECURITY 
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Getting started on your data journey – think about 

1. What are the insights that you want or need to uncover for the future 
of the business? 

2. What data do you already have available that can support the 
development of insights? 

3. Consider how you get buy-in across the whole organisation: 
consider how will you get Finance, IT, Operations and Internal Audit 
to engage? 



Accounting update 

Gordon Docherty 
October 2014 
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Agenda 

■ Reminders for Dec 2014 year ends 

■ New Revenue Standard 
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Changes affecting from 1 Jan 2014 – Consolidation suite 

Control 

Adoption of IFRS 10 
■ Single control model 

■ Changes likely to impact around power: substantive rights, de facto control over relevant 
activities and key relationships 

■ Retrospective application limited to one year of comparatives; prospective disclosures for 
unconsolidated structured entities 

■ Most relevant for financial services companies 

Joint 
arrangements 

Adoption of IFRS 11 
■ IFRS 11 divides joint arrangements into two types: 

■ Joint ventures – parties have right to the net assets of the arrangement. Equity 
accounting required – proportional consolidation no longer permitted 

■ Joint operations – parties have rights to the assets and obligations for the liabilities 
relating to the arrangement. Recognises own assets and liabilities 

■ Retrospective application limited to one year of comparatives 

Disclosure of 
interests 

Adoption of IFRS 12 
■ More disclosure of key judgements under IFRS 10/11 

■ Expanded disclosure requirements for all investees other than 100% subsidiaries 
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Other changes affecting 2014 year ends 

Investment 
entities 

Amendment to IFRS 10, IFRS 12 and IAS 27 
■ Relief from consolidating for qualifying investment entities 

■ Early adoption for 2013 year ends is available  

Offsetting 
Amendment to IAS 32 
■ Clarification of offsetting eligibility 

Recoverable 
amount 

Amendments to IAS 36 
■ Reverse unintended requirement in IFRS 13 to disclose recoverable amount of every cash 

generating unit with significant goodwill or indefinite life intangibles 

■ Can be early adopted to prevent onerous disclosure in 2013 

Derivative 
novation 

Amendment to IAS 39 
■ Relief from the requirement to discontinue hedge accounting on novation of specific 

derivatives. 

■ Can be early adopted to prevent onerous disclosure in 2013 

Levies 
IFRIC 21 
■ Levies are outflows imposed by government in accordance with legislation 

■ Liability is recognised when and only when the specified triggering event occurs 
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Why is this important? 

■ Revenue is a key metric for many entities. 

■ IFRS 15 introduces a new framework for the analysis of revenue transactions. 

■ The impact will vary between entities. 

■ Your stakeholders/investors will want to understand the impact on your business. 
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Key facts 
Background  

Provide a more robust framework 
for addressing revenue issues.  

 
   
 

Remove inconsistencies and 
weaknesses in existing 

requirements.  
 
 

 
 

 
 
 

 
IASB / FASB 
Converged 
Standard  

 
 

Provide more useful information 
through improved disclosure 

requirements.  
 

 
Simplify preparation of financial 

statements by reducing the number 
of requirements by having one 

revenue framework. 
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Key facts 
Effective date 

32 

Early adoption permitted 

2014 2015 2016 2017 Mar Sep 
 

Dec  
 

Effective date 
1 January 2017 

June 

Interim report 

Annual report 
31 December 2017 
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The five step model overview 

Identify the contract with a customer 1 

Identify the performance obligations 2 

Determine the transaction price 3 

Allocate the transaction price 4 

Recognise revenue 5 

33 

Revenue 
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Key changes from current guidance 

Performance obligation → a good or service 
is distinct if 

Benefit on its 
own Not separable 

Increased separation guidance  

34 

Identify the performance obligations 2 

Revenue 

+ 
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What’s the potential impact?   

Goods and services unbundled (or bundled) more frequently 

■ Criteria apply to all contracts. 

■ Indicators – ‘not highly dependent or highly interrelated’. 

 

Real estate and 
construction 

Telecommunication 
and cable 

Software 

Licensors – pharma, 
film and 
entertainment, 
franchisors 
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Key changes from current guidance 

36 

Revenue 

Determine the transaction price 3 

Consideration → amount entity  
expects to be entitled to 

 
 
 
 
 
 
 
 

Fair value measurement  

Variable 
consideration 

Significant 
finance 

component 
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What’s the potential impact?   

Estimates and timing of recognition for variable amounts may change 

■ Estimation methods prescribed. 

■ Amount included in the transaction price is limited to the constrained amount. 

 

Asset managers 

Aerospace and 
defence 

Real estate and 
construction 
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Key changes from current guidance 

38 

Revenue 

Recognise revenue 5 

Control based model 
 
 
 
 
 
 
 
 
 

Risk & rewards based  
model  

Over time 

If criteria  
met 

Point in time 

If criteria not 
met 

or 
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What’s the potential impact?   

Revenue may be recognised earlier or later than at present 

■ Over time criteria may capture more entities. 

■ New guidance to assess whether licence revenue is recognised over time.  

 

Real estate and 
construction 

Licensors – pharma, 
film and 
entertainment, 
franchisors Software 



40 © 2014 KPMG LLP, a UK limited liability partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved. 

Next steps 
Disclosure prior to effective date 

■ IAS 8.30 disclosure ― known/reasonably estimable of possible impact of IFRS issued but not 
yet effective.  

Year-end considerations 

 Pre-adoption disclosures progressing in level of detail as your  
application date approaches? 

 Pre-adoption disclosures meeting stakeholder expectations? 
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Next Steps 
Communications with audit committees and stakeholders 

Initial discussion points 

■ Highlight most relevant areas of IFRS 15 and differences from current practice. 

■ Discuss initial thoughts on the expected impact of IFRS 15. 

■ Highlight non-accounting areas potentially affected. 

■ Opportunity to reconsider past accounting policies. 

■ Planned communications with external stakeholders. 

 

 

 

 

 

Next steps  

Start impact 
assessment 

Early 
adoption? 

Transition 
approach? 
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What’s next? 

■ New revenue standard will impact all entities, in different ways. 

■ Process of assessing impact should start now. 
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The KPMG name, logo and “cutting through complexity” are 
registered trademarks or trademarks of KPMG International.  
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The information contained herein is of a general nature and is not 
intended to address the circumstances of any particular individual or 
entity. Although we endeavour to provide accurate and timely 
information, there can be no guarantee that such information is 
accurate as of the date it is received or that it will continue to be 
accurate in the future. No one should act on such information 
without appropriate professional advice after a thorough 
examination of the particular situation. 
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