
Transfer pricing digital 
communication 
analytics
Visualising the impact of your digital discussions 
for tax purposes
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A new approach to data
Tax authorities are becoming experts in 
big data analytics, investing in data and 
intelligence systems to make more use of 
the customer information collected. 

Tax authorities are demanding more, and 
different types of, data. Departing from 
the standard financial information requests 
they are looking to unstructured forms of 
data such as correspondence. The bedding 
down of the outcomes of the OECD’s 
Base Erosion and Profit Shifting (BEPS) 
Action Plan in conjunction with the global 
socio-political landscape has galvanised a 
need for greater access to data by tax 
authorities in order to drive transparency.

Gathering data in real time enables tax 
authorities to sort through records quickly, 
identify issues and risk areas, reduce 
timeframes for enquiries and ultimately, 
enhance compliance and collection.

Evidencing reality is the 
key challenge for 
taxpayers 
Taxpayers must adopt a data-driven 
approach which focuses on non-
financial data and produces a single 
view of the taxpayer’s business, 
providing context to its operations. 

Recent data request 
from tax authorities

Please arrange to 
have available all 
records including all 
linking documents 
for the period. […] 
The audit may 
include an 
examination, using 
e-audit techniques,
of the records held
on and processed by
computer systems.
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90%
Jump in transfer pricing 

yield for HMRC between 
2016 and 20171

£3.5bn

UK corporation tax gap in 
2016/20171

Tech and tax 
savvy
Tax authorities increasingly use sophisticated data 
mining and diagnostic methods to gather and assess 
information upon which to determine their next steps 
when seeking to investigate an organisation. Take the 
HMRC’s ‘snooper computer’ (Connect) which was fully 
deployed for the first time in 2017. This system enables 
the UK tax authorities to connect people, addresses, 
bank accounts and employers by interrogating data 
from numerous sources including social media profiles, 
email records and online activity in addition to the 
standard government and corporate sources.

Data analytics is often seen as a remedy to close down 
the tax collection gap. In 2016/2017, the UK tax gap 
amounted to £33 billion (approximately 5.7% of total 
theoretical tax liabilities), including a £3.5 billion gap in 
relation to corporation tax. At the same time the 
number of transfer pricing adjustments as a result of 
tax enquiries jumped up by 90%, to £1.6 billion1. 

With the enhanced measures through which tax 
authorities are retrieving data or achieving higher quality 
data, the onus is more often on the taxpayer to respond 
to the requests from tax authorities and evidence the 
position taken. Our tool can help you with this.

Note: 1. Measuring Tax Gaps 2018 Edition, 14 June 2018, HMRC
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Unlocking value from data
Analytics focused on financial data can efficiently 
compare information from different sources, flag 
up anomalies and numerical errors. It fails, 
however, to determine scenarios and 
provide context. 

From a study of professionals conducted in 2017, 
86% of respondents were reported to prefer to 
use email when communicating for business 
purposes1. With 120.4 billion business emails 
sent/ received worldwide every day2, emails 
contain data, and reveal communication patterns, 
which can be a source of robust evidence in 
discussions with tax authorities. 

KPMG’s analytics tool unlocks the value hidden 
within your email data by repurposing such data 
and visualising the impact of the digital 
discussions for transfer pricing purposes.

Your email data is a source 
of robust evidence 

Provides 
context

Shows 
patterns

Evidences 
behaviours

Services 
provided

Benefit 
received

Contribution 
made

Substance Relationships Decision 
making

The insight gained from KPMG’s analytics 
tool can assist with adding greater depth 
to transfer pricing documentation through 
to articulating robust arguments in regard 
to substance, decision making and the 
control of risk.

Note: 1. Hubspot.com, 2017 survey
2. Radicati Group, Email Statistics Report 2015-2019

https://www.hubspot.com/
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Like baking a cake …
The first thing you do is make sure you have all your ingredients. This means ensuring that the 
relevant data, the emails, are gathered, extracted and uploaded onto our secure servers. 
Being mindful of data privacy, we follow strict protocols for the handling and processing of 
the data.

Once the ingredients are acquired, we can start mixing everything together carefully, making 
sure to exclude some of the ingredients that are surplus to requirements (such as spam 
emails). The data is transformed and prepared for analysis by identifying and blending 
interrelated emails through the co-occurrence of words. This enables a focused and 
targeted analysis.

The batter is then ready for the oven, and through sophisticated visualisation techniques the 
data is exposed, with patterns emerging.

Once baked the final product is visually appealing and enticing. Each slice revealing a different 
perspective and hidden trends via an interactive deliverable accompanied by in depth transfer 
pricing analysis. The icing on the cake is having a greater understanding of your data and 
how it can be applied to pre-empt questions from tax authorities and respond effectively and 
quickly to requests for information.

Data Extraction

Data Transformation

Data Visualisation

Understanding
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Turning data into insights

Noise 
reduction
Non-responsive documents, such as 
newsletters and automated emails, 
are removed through concept 
searches and metadata filters to 
enable focused review.

Predictive 
coding
Using logistic regression algorithm, 
documents are categorised quickly 
and accurately, lowering costs of 
review and enabling you to meet 
tight deadlines.

Dynamic search
The data set is refreshed 
instantly, updating the 
analysis in real time

Large volumes
Thanks to various data 
visualisations, our tool 
instantly allows you to 
have a bird’s eye view
of large volumes of email 
data.

Intelligent searching
Semantically similar documents are automatically grouped 
together, boosting review speeds and quickly revealing 
the main topics in the dataset.
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Email
threading
Review the most inclusive emails that
contain content from all previous 
replies or forwards in each thread. 
Reduces review population by up to 
30% without losing any information.

Keywords
Keyword expansion curates related 
terms. Using a simple phrase or 
starting email, the concept search 
automatically expands queries to 
reveal related concepts. This quickly 
introduces key concepts previously 
unknown to the user.

Traffic mapping
Communications can be 
visually mapped to reveal 
people-level or domain-level 
patterns of communication.

Interactive dashboard
Email data is digested into a high level overview of 
timelines, connections and terms. Allowing you to select 
areas of focus. 
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Turning 
insights into 
value
You know your data better than us, but our 
tool is able to ingest vast amounts of 
unstructured data quickly and playback that 
data in way that is easily digestible.

The insight gained from our analytics tool 
can assist in a number of areas, including:

— Supporting the benefit test for intra-
group transactions;

— Evidencing decision making and control 
of risk for detailed analysis purposes;

— Adding greater depth to transfer pricing 
documentation; and

— Articulating robust arguments in regard 
to substance and behavior for resolving 
disputes or controversy.

Our analytics tool 
enhances your current 
transfer pricing analysis by:

Articulating strength 
of relationships

Evidencing decision 
making processes

Visualising patterns of 
behaviour, and 
communication

Highlighting 
exceptions, 
anomalies and 
correlations

Identifying 
substance

Mimicking tax 
authorities 
investigative 
algorithms
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Transfer Pricing Partner, KPMG UK
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