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Introduction

The 2024 survey marks the fourth year that Designed to meet the evolving needs of
Graphene Economics has canvassed transfer multinational enterprises (MNESs) and revenue
pricing (TP) professionals for their views on authorities, our 2024 report explores the key
WUHQGYV D*HFWLQJ WKH L QG X VdavelopDénis thatshdpded R ast year. It
able to see patterns emerging in the data. also provides a forward-looking view of the
trends and challenges anticipated in 2025
Some of the developments we observed in DQG EH\RQG :H KRSH \RX 4QG W
2023 have continued to make their impact presented here both valuable and thought-
IHOW DQG ZH UH VHHLQJ WKH prowdkibgHQFH RI QHZ
trends too.
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About the 2024 report

The purpose of the Graphene Economics annual TP survey is to monitor industry trends and
LQVLIKWY ZLWK WKH DLP RI VKDULQJ YDOXDEOH 4QGLQJV ZLW
stakeholders within our sector.

-Q RXU IRXUWK HGLWLRQ RI WKH VXUYH\ DQG 4IWK DQQXDO U
responses from 32 participants — predominantly individuals working in MNEs. The largest

percentage of respondents (38%) had more than 10 years of TP experience, representing

an increase in the seniority of participants since the inaugural survey (when 13.33% of

respondents answered they had more than 10 years of TP experience).

Complementing the survey results are contributions from experts in tax law, tax disputes, and

industry bodies, as well as from our own team, based on our TP experience across the African
continent over the past year.

Respondents’ TP experience

30%

20%

10% &

2021

Less than a year m1- 4 years m5 -9 years m10 years or more

GRAPHENE ECONOMICS TP REPORT 2024




—— e
. ———
—_— T

GRAPHENE ECONOMICS TP REPORT 2024

—_— P,
= e

.. Abﬂ»«mns.«x.f.
Dttt Yol et VAV 4xav 4

..... R T R YA . MAZNIA
o ZLN AV AN
/rhfd,.. .

AN
/1.

4 ru. 0\.,1(;._
.db./t-.l' \
\ -7\

WAL
4000000

(LSS LSS ST/



Overarchihg'TP_ trendsfor2024 oS '- ;’_ﬁ'-' '_:} .

Compliance requirements and digital services . |

taxes remain high on the agenda, with

increased internal reporting and stakeholder . - -

focus taking up more time than ever before -
for tax teams. :

Tax controversies and global economic
~ factors have proved the major challenges
b for-many respondents. Intra-group services

i, e

.

limited internal resources, and the need for - *
‘'specialised regional e'xp_ertise).- e

Wh|Ie cllmate change is moving up the
EXVLQHVV DJHQGD WKHUH v D ODJ

Sen

_the consideration being given to how |t WI|| Vo mTT

v

impact TP, espemally i Africa. > ; 4 : i

. While global macroeconomic uncertainty has

DQG LQWHOOHFWXDO SU RSH UwplkZd-UdHhelbéI:kI@gtémp@Iiﬁ@I tengions, -
elections and war, some thlngs have not
changed. Excel remains the dominant -
tool for TP calculations,. despite increased

hlgh rlsk areas. requmng focus froma TP -
perspecttve o%

: Ihter,esti_ngly, the;-_use of both in-house and

: o-ut;_soUtced iE spec_i_alists-is prevalent, with
‘a shift t0v_'vatds OUt-s',our_c.i'ng.' This.could be
because of the increasing complexity of TP
management across Africa, driven by several
factors (from evolving business models to -

TP Trends over time // 2021 - 2024

2021 2022 2023 2024

' ‘interest in external technology And, as

ZH YH KHDUG IURP UHVSRQGHQWV |2
years of the survey, TP compliance costs

are expected to rise, with the priority of TP

within organisations seen as needing further

elevation.

== More frequent and rigorous audits

=== Taxation of digital transactions

Increased compliance requirements

=@= |mplications of business restructuring

=@= Global tax reform

== |ntellectual property-related matters such as location and

=

*

ownership of assets and control of risk
Woerking from anywhere policies E o0

Transfer pricing considerations relating to climate change

Increased information sharing between revenue authaorities in Paifro i
different countries bt e
Adoption of technology o

Headquarter and management services transactions

Permanent establishment



Africa’s
macroeconomic
environment in
2024

Globally, there was a trend towards
GHFUHDVLQJ LQ5DWLRQ UDWHYV 1
precipitated a decrease in interest rates.

While interest rates fell faster in many

developed countries, developing nations

— including many in Africa — are now also

lowering interest rates, which means the

cost of capital is decreasing.

However, global uncertainty remained

high on the back of continuing

geopolitical volatility. With elections in

over 50 countries across the world in

2024, including 19 African countries, the

World Economic Forum had predicted in

2023 that geopolitical and geoeconomic

relations between major economies

ZRXOG UHPDLQ D VLJQL4FDQW U]
proved to be true.

There is also a level of interdependence,

ZKLFK PD\ DeHFW FHUWDLQ $IULF
countries. For example, while they

grapple with their own regional political

challenges (such as post-election

protests in Mozambique, or the realities

of a government of national unity (GNU)

in South Africa), many African countries

DUH DOVR VLJQL4FDQWO\ DeHFW
outcome of the US election and the

resultant policy and foreign investment

changes that are expected.

Wars in the Ukraine, the Middle East

DQG 6XGDQ DORQJ ZLWK FRQS5LF
areas of Africa, including Burkina Faso,

the DRC and Libya, also continue to

drive uncertainty on the continent.
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Climate change looms large as a factor that 7KH 2(&" V %9DVH (URVLRQ DQG 3UR4
ZLOO D*HFW $IULFDQ HFRQRPLWBEZPS hrijeikt Hafsdugdiit\to stop MNEs from

security and the Just Transition both needing VWULSSLQJ RXW SUR4WV IURP FRXQ
to be addressed. African countries are address the role the private sector plays in
guestioning who will fund the transition away tax avoidance. In Africa the focus on MNEs
from fossil fuels — an issue that dominated as a source of revenue collection continues,
headlines coming out of COP29, but remains DQG DV JOREDO WD[ UHIRUP WDNHYV
largely unanswered, with wealthier nations been an increase in regulation in recent
resisting contributing towards the $1.3 years — particularly with regards to the OECD
WULOOLRQ LQ 4QDQFLQJ UHT X Pluad Bvd(€xsetinlIp idhplaménting a global
help developing countries adapt to climate minimum corporate tax rate of 15%).
change.
This essentially means revenue authorities
The debt levels of many African countries are competing for their share of the pie, and
remain high and continue to increase, governments will need to compete to attract
which means debt-to-GDP levels are high, business. Competitiveness, coupled with
ZKLFK SXWV VWUDLQ RQ WKH 4thdnead tb QiSe &ltitKal reveisys, and
much needed government investment into ongoing focus on MNEs, is likely to be a key
infrastructure. trend shaping tax policy in the years to come.

National Debt-to-GDP
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TP trends and
challenges

In 2024, survey respondents cited more
frequent and rigorous audits, global tax reform
and increased compliance requirements as the
top three trends they believe will shape TP in
the year to come.

Interestingly, taxation of digital transactions
also remains high on the list. While digital
services taxes were meant to be scrapped in
WKH IDFH RI WKH 2(&"' V 3LOODU 2
Two tax reform programmes, the lack
of agreement regarding Pillar One
amounts has seen some countries
press ahead with digital services
taxation. In Africa, this includes Kenya,
Nigeria, Sierra Leone, Tanzania,
Tunisia, Uganda and Zimbabwe 1.

When it comes to the issues that '
tax teams and TP professionals are

grappling with, 2024 has seen an

uptick in increased internal reporting

of TP requirements (likely due to

an increase in controversies and

disputes, which sees TP being brought

to the attention of more senior

stakeholders).

On one hand, this means that the

importance of TP is elevated internally

— which is a good thing, given the risk it

can pose to MNEs. On the other hand,

it means it is taking up more time

for tax teams and adding to the compliance
burden. This might also be driving the increase
LQ UHOLDQFH RQ HIWHUQDO 73 FR Map of countries with
seen, as MNEs prioritise their internal resources digital services taxation

 Source: https://www.vatcalc.com/global/digital-services-taxes-dst-global-tracker/
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and lean on the expertise of external specialists Does your organisation
to assist in managing the complexities of their
TP strategies and reporting requirements.

Respondents believe that intra-group services
will remain an area of focus for revenue
authorities in 2025 as it touches almost every
industry and business and is a mainstay of tax
audits. They also believe intellectual property
(IP), such as location and ownership of assets
and control of risk, will come under scrutiny,
which makes sense as more companies
leverage technology for IP development.

-WV FRPSOLFDWHG WR GHWHUPL(
-3 HJ ZKDW V DQ DSSURSULDWH
a brand, or how should one determine the
licencing fee for use of a certain technology?).
However, while IP transactions can be complex,
WKH\ DUH RIWHQ VLJQL4FDQW )R
6RXWK $IULFD VDZ LWV 4UVW 73 F
to IP (ABD Limited vs The Commissioner for The
South African Revenue Service).

The case revolved around determining an
DUP V OHQJWK UR\DOW\ UDWH IRU
rights by foreign subsidiaries (Opcos) of the

South African telecommunications company

ABD Limited. The Tax Court ultimately ruled

in favour of ABD Limited, with the judgment
UHDJUPLQJ WKH LPSRUWDQFH RI
Transfer Pricing Guidelines as a framework for
analysing TP issues and selecting appropriate
methodologies.

We believe these types of disputes are likely to
increase into 2025 and beyond.
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Specialist skills

In 2024, it seems more MNEs are focusing on
proactively managing their TP as cross-border
transactions climb up the tax agenda.

With the increasing compliance burden and
the fact that TP continues to become more
complex to manage — particularly as MNEs
expand operations to new countries or as
countries introduce new regulations and
requirements — scarce TP skills are more in

getting their internal TP processes in order

and streamlining these where possible.

Respondents noted that they are focused on

maintenance of TP documentation for both

cross-border and domestic transactions,

monitoring or reporting performance of

OHJDO HQWLW\ 4QDQFLDO UHVXOWYV
and updating intercompany agreements

and other supporting documents, as well

as spending time on collecting, sorting and

GHPDQG WKDQ EHIRUH DQG W Kualldafiny d&ta) whick eainsRi@ area

the talent pool.

Tax teams are investigating technology
solutions, but also looking to leverage the

where most time is spent.

The consensus seems to be that the
implementation of TP policies is seen as an

H[SHUWLVH RI H{WHUQDO F R Q \ared® Wer€QJdéate Da@eBtion R refQied.

the right people for their internal teams.

Encouragingly, it seems more MNEs are also

How time is spent by in house tax
departments on TP matters
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Controversies and
disputes

Trends in TP controversies and disputes
seem fairly unchanged from 2023, with

the majority of respondents facing TP
audits in one or more countries during

the course of the year. These are more
prevalent in certain countries in Africa, and
most respondents believe this is likely to
increase in the year ahead.

In terms of dispute resolution approaches,
there is interest in Advanced Pricing
Agreements (APAs) from respondents, but
this option remains limited to a handful of

African countries at present.
Controversies reported by respondents*

least recorded most recorded
controversies controversies

Dispute resolution approaches

* Note: The heat map indicates countries where there is a high prevalance of TP audits.
It is not an exhaustive indication of all TP disputes in Africa.
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TP approaches, tools and teams

7TKHUH GRHVQ W VHHP WR EH D XQL4HG DSSURDFK WR KRZ EXV
ZKLFK LV OLNHO\ GXH WR WKH YDU\LQJ UHTXLUHPHQWY LQ GL-
models and strategies, and the uncertain landscape in many countries, which sees MNEs

adopting a wait-and-see approach.

:KDW KDV UHPDLQHG FRQVLVWHQW RYHU WKH IRXU \HDUV VLQF
is that Excel remains the most used tool or software for managing and calculating TP, and
WKDW SURIHVVLRQDOV ZRUNLQJ LQ WKH 4HOG IHHO WKDW 73 U

organisation.

This year, more taxpayers seem to be taking a dual approach, working across internal and
external teams. In terms of how time is spent, this means that for those working within an
MNE, there is a greater focus on reviewing TP materials and analysis, and slightly less time
spent on preparing TP documentation.

Most used software tools for TP

—e— Excel spreadsheet
—e— External technology, e.g. SAP, Oracle, Hyperion TP, Access, IFRIS, Power BI, etc.

=e— |nternally developed technology
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Continental rift

As alluded to elsewhere, TP continues to grow in complexity, but

particularly within Africa. For an MNE that might operate in 15
GL*HUHQW FRXQWULHV WKHUH LV D KXJH DPRX
HFRQRP\ ZLOO EH D*HFWHG E\ GL HUHQW IDFWF
be fairly extreme in Africa.

For example, there might be political unrest in one country, supply

chain issues in another, climate change in certain regions, and

currency issues in others. Laid over that is the matrix of TP pricing

regulations, which might be similar across some countries because

of adherence to OECD or UN guidelines, but will also have local

GL HUHQFHY GHSHQGLQJ RQ OHJLVODWLRQ WK
authorities or their interpretation of the guidelines.

2Q WRS RI WKLV WKHUH V LQFUHDVHG LQIRUPLEL
revenue authorities and greater transparency than ever before.

7KLY PHDQV WKDW 01(V QHHG WR WU\ WR KDYH
approach that shows consistent pricing methodology across every
FRXQWU\ LQ ZKLFK WKH\ RSHUDWH -W V H[WUH

In Europe, currency is largely standardised through the Euro,

along with certain other economic metrics, and there are well
established supply chains. Distances between countries are smaller
and transport and other infrastructure is largely well developed.
This makes implementing a TP strategy within a set of European
countries less complex than doing so in Africa, where the conditions
are far more nuanced per country and region.

For example, within much of Francophone Africa, the accounting

standards used are those set out by the Organization for the

Harmonization of Business Law in Africa (OHADA), as opposed to

the IFRAS standards. There are also caps in place related to certain
W\SHV RI SD\PHQWV WKDW DUHQ W JHQHUDOO\
continent.

01(V ZRUNLQJ DFURVV WKH FRQWLQHQW PD\ 4Q
VHUYLFHV RI HITWHUQDO 73 VSHFLDOLVWYVY ZLWK
to then have someone who assists with ensuring consistency across

DOO WKH PDUNHWYV $V *UDSKHQH (FRQRPLFV \
can play an important role.
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TP trends In
francophone Africa

By Cédric Maheo, Transfer Pricing
Partner at LPA Maroc

Francophone African states have clearly
understood the message persistently
conveyed by institutions like the UN and
the OECD over recent years, highlighting
revenue losses due to the erosion of
taxable bases by taxpayers, particularly
multinational companies. TP has thus
become a major focus area, as evidenced
by the modernisation of legislation,
advancements in tax guidelines, and the
upskilling of audit teams via targeted
training.

Cedric MAHEO, Transfer Modernising legislation
Pricing Partner at LPA Maroc

Francophone African jurisdictions

With a background in economics, have gradually been incorporating the

Cédric Maheo has been providing PLQLPXP VWDQGDUGV RI WKH 2(&'

expertise exclusively dedicated to project into national law, particularly

TP issues for nearly 15 years. His Action 13, starting in 2018. However,

experience in structuring policies and legislative modernisation gained

drafting TP documentation, performing VLIQLAFDQW PRPHQWXP LQ X
benchmarks, managing Advance meeting in Bissau on July 6—7, 2023, the

Pricing Agreement (APA) procedures Council of Ministers of ECOWAS States

and supporting clients in TP disputes adopted Directive C/Dir. 6/07/23, aiming

is highly valued in the French-speaking at harmonising TP rules within member

African market. As an active member VWDWHV 7KH GLUHFWLYH RXWOLC
of the TPED association (Transfer OHQJWK SULQFLSOH DQG GH4QHV

Pricing Economists for Development), of dependency, urging member states to

he is recognised for his editorial establish TP documentation requirements

contributions and is frequently invited aligned with Annexes | and Il of Chapter
to conduct training sessions, speak at V of the OECD Transfer Pricing Guidelines
conferences, and host webinars on (January 2022 edition).

technical or legislative topics.
In 2023 and 2024, several African

countries formalised their TP
documentation obligations into national
law:
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Map of Francophone Africa

* lvory Coast: The 2023 Finance Law introduced

documentary obligations via the new Article 36 of

the General Tax Code (GTC).
e Cameroon: On 4 January 2024, Cameroon issued

Decision No. 5/MINFI/DGI/LRI/L, specifying the

documentation requirements, supplementing

SUWLFOH / RI WKH *7& ZKLFK KDV FRGL4HG WKLV

obligation since 2020.
e Senegal: The Ministry of Finance released

Decree MFB/DGID No. 025840 on 1 August 2023,

implementing the provisions of Article 638 of the

CGl concerning documentation requirements

RULJLQDOO\ FRGL4HG LQ

* In 2024, Algeria followed suit, setting out the

content for TP documentation in a Ministry of

Finance decree dated 15 February, 2024, following

the introduction of this obligation by the 2023

Amending Finance Law.

Impact of capacity building

The OECD has been actively involved in capacity building, frequently organising seminars
DWWHQGHG E\ WD[ R]JFLDOV IURP UHJLRQDO DGPLQLVWUDWLRQV V
in February and Lomé, Togo, in June 2023.

-Q NHHSLQJ ZLWK WKLV HPSKDVLVY RQ WUDLQLQJ LW LV LPSRUWDC

the organisation Tax Inspectors Without Borders (TIWB) , whose vast majority of support
SURJUDPPHY DUH DLPHG DW EHQH4WLQJ $IULFDQ VWDWHYV

Very concretely, inspectors with strong expertise in certain areas acquired in developed
countries are seconded to assist local audit teams in conducting tax audits.

$V WKH 7-:% $QQXDO 5HSRUW QRWHG 7-:% KDV EHHQ LQVWUX
capacity and entrenching best practices in TP matters. TIWB has deployed more than 60

programs in 30 jurisdictions across Africa. More than half of these are repeat programmes,

which follow an initial programme establishing a sound base for TP audits. They often focus

RQ NH\ VHFWRUV LQFOXGLQJ WKH HIWUDFWLYH LQGXVWULHYV 4QDC
agriculture.”

-Q UHFHQW \HDUV VHYHUDO IUDQFRSKRQH $IULFDQ FRXQWULHV K|
programmes, including Senegal (2022), Togo (2022), Benin (2023), Cameroon (2023) and
Guinea (2023).
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Evolution of TP audit practices

Creation of specialised units

Recognising the importance of TP issues

for state revenue, and considering the two
points mentioned earlier, some jurisdictions
have restructured their tax administrations

to establish specialised units focused on TP
audits, with a national scope of intervention.
This is the case, for example, in Morocco and
&IWH G -YRLUH

Doctrine: Focus on the Moroccan case

On 21 December 2023, the Moroccan Tax
Administration published a “Transfer Pricing
Control Guide”, signed by the Director
General of Taxes, which thus serves as
binding doctrine for inspectors.

This Guide, which is inspired by both the
OECD and UN Manual, provides numerous
contributions and demonstrates a strong
pedagogical approach. For instance, it

sample questionnaire and a model grid to

complete. However, the main contribution

RI WKLV *XLGH OLHV LQ LWV VSHFL4
comparability analysis. Indeed, the manual

details, over four pages, the fundamental

steps that must be strictly followed by audit

teams to successfully conduct a benchmark.

7KH SXEOLFDWLRQ FRQ4UPV WKDW
comparables can be highly relevant in certain

FDVHV WKDW XQSUR4WDEOH FRPSD
not be systematically eliminated, and that

D IXOO PDUNHW SUR4WDELOLW\ OH
concerning an interquartile range, rather than

relying solely on a spot margin rate.

Moreover, the Guide now requires audit
services to provide taxpayers with the data on
which they relied to propose adjustments to
taxable bases. In other words, this Guide puts
an end to the detrimental practice of using
“secret comparables”.

GH4QHV WKH 4YH H[LVWLQJ PHWKRGV IRU

determining the prices of intra-group
transactions and illustrates how they work.
It explains the usefulness of a functional
analysis and how to conduct it, including a

7KLV UHSUHVHQWYV D VLIJQL4FDQW Z
UHGH4QHVY WKH SRZHU G\QDPLFV EH
teams and taxpayers in the context of tax

audits.
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Kalale Mambwe, OECD Project
Manager for Tax Inspectors
Without Borders

Currently located in Paris, Kalale Mambwe
VHUYHYV DV WKH 2(&' V URMH
the Tax Inspectors Without Borders (TIWB)
initiative, overseeing programmes across

more than 60 countries in Africa, Latin

America and the Caribbean, Asia and the
3DFL4F DQG (DVWHUQ (XURSH
Kalale facilitates technical assistance in

tax administration for developing nations,
coordinates the deployment of TIWB

experts, and monitors and evaluates TIWB
programme outcomes. Kalale also serves

as an advisor on the Taxation of Extractive
Industries in the Centre for Tax Policy

and Administration at the OECD. With a
background in economics and tax, Kalale

brings extensive practical experience to

her position.

Previously, Kalale held a managerial

role in international tax and TP at the
Zambia Revenue Authority, primarily
focused on TP and auditing cross-border
transactions. She played a key role in
developing policy and legislation on TP and
other international tax issues in Zambia.

$GGLWLRQDOO\ VKH VHUYHG
delegate to the OECD Pillar One and Pillar
Two discussions before joining the OECD.

Tax Inspectors
Without Borders:
21st-Century
capacity building
Initiative

By Kalale Mambwe, OECD Project
Manager for Tax Inspectors Without
Borders

Launched in 2015 at the Third

International Conference on Financing

for Development in Addis Ababa, Tax
Inspectors Without Borders (TIWB)

is a joint initiative of the OECD and

the United Nations Development

Programme (UNDP) that underpins the
OECD/G20 BEPS Actions and contributes
WR WKH 81 V )LQDQFLQJ IRU
agenda.

Leveraging global cooperation, TIWB
provides impactful, measurable,

and sustainable capacity building in
developing countries by delivering
hands-on technical support on real
audit and investigation cases, going
beyond traditional approaches. TIWB
experts work alongside local tax
auditors on cases from risk assessment

"HY I

DQG FDVH VHOHFWLRQ WR DXGL\

enabling auditors to apply best practices
in TP, international tax matters and tax
crime investigation.
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TIWB’s impact in Africa

Revenue

While TIWB supports developing countries worldwide, Africa remains the primary focus of
its activities. In strategic partnership with the African Tax Administration Forum (ATAF), joint
TIWB/ATAF programmes have helped African jurisdictions generate over USD 1.8 billion in
additional tax revenues and USD 4.3 billion in taxes assessed over the past nine years.

Impact and beyond

%H\RQG UHYHQXH JDLQV 7-:% VXSSRUW KDV HQKDQFHG WKH FRQ4
knowledge and expertise in handling complex international tax cases. This improvement

has led to more consistent, high-quality audits resulting in increased revenue for African

governments. Tax administrations that have hosted TIWB programmes report higher

voluntary compliance, better-quality documentation submitted by MNEs, and improved

adherence to documentation requirements. Alongside the many organisational changes,

TIWB experts continue to provide recommendations to strengthen domestic legislation

DQG UHIJXODWLRQV Re*HULQJ JUHDWHU FODULW\ WR WD[SD\HUV LC
disputes.

TP challenges in African countries
'"HVSLWH WKH VXFFHVVHV 7—-:% FRQWLQXHVY WR REVHUYH QXPHURX
countries:

Access to information:  African tax administrations face challenges in obtaining adequate

information from MNEs for TP audits.

Access to commercial databases: Financial constraints limit access to commercial

GDWDEDVHV DQG WKRVH DYDLODEOH RIWHQ ODFN VX]FLHQW $IL
benchmarking.

'"HPDQG IRU LQGXVWU\ VS HAfricanRaxddrihidtudtlonsHncreasingly need
VSHFLDOLVHG H[SHUWLVH IRU FRPSOH[ VHFWRU VSHFL4F 73 DXG
Advance Pricing Agreements (APAs): While there is interest in APA legislation, it remains a

lower priority, with few African countries enacting it.

Challenges with Exchange of Information (EOI): High pressure to complete audits and

UDLVH UHYHQXH PDNHV LW GL]JFXOW IRU $IULFDQ DXWKRULWLHV
Mutual Agreement Procedures (MAP) cases:  Africa reports fewer cases in MAP, with most

TP disputes settled directly with taxpayers.

TP expertise: Some African countries have developed notable expertise, though limited

experts highlight the need for ongoing capacity building.

As TIWB approaches its 10th anniversary in 2025, it will continue supporting African tax
administrations in overcoming these challenges including those in the various thematic
areas it provides support in. In this regard, TIWB continues to expand its technical support to
developing countries in Africa, while maintaining its niche of working on real audit cases, to
ensure countries remain equipped to handle complex and evolving global tax challenges.
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Getting to grips
with client
businesses -

why operational
exposure benefits
TP strategy

As TP becomes more complex and as MNEs

seek to get to grips with how to implement TP

VWUDWHILHY PRUH H*HFWLYHO\ LW V LPSRUWDQW IRU
TP professionals (whether internal or external)

to acquire a deeper understanding of the

business.

At Graphene Economics, we are privileged to
serve a variety of clients across wide-ranging
industries. While we bring our taxation and
economics expertise to the table, along with our
experience of managing TP across the African
continent, we know we need to spend a ot of
time getting to know our clients’ businesses
and understanding their operating models

to be able to deliver the best possible

solutions for them.

Something we have found enormously helpful
in this regard is when clients invite us to
experience their operations — for example
through a site visit — which enables a deeper
understanding of how their businesses work,
what the on-the-ground challenges are, and
the realities facing their people on a day-to-day
basis.
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Observing a business in action

As Henry Dicks, Manager at Graphene Economics, explains, “Perhaps one of the most

EHQH4FLDO zZzD\V WR GHHSHQ WKH XQGHUVWDQGLQJ RI D FOLHQW \
entered into by it, is to spend time observing the actual business operations in person.

Members of the Graphene Economics team recently had the opportunity to conduct two plant

tours of the manufacturing facilities of a client engaged in the manufacturing of chemical

products.”

Graphene Economics has been assisting the client for several years in preparing TP
GRFXPHQWDWLRQ DQG ZLWK YDULRXV 73 DGYLVRU\ HQJDJHPHQWYV
opportunity the team had to conduct a site visit.

7KH VLWHYV DUH VWUXFWXUHG LQWR YDULRXV SODQWV WKDW PDQ.
says Henry. “Being led through these facilities by highly capable engineers and plant foremen
can only be described as impressive. Immediately noticeable is the level of automation and
advanced manufacturing processes. Computer screens are manned by engineers who, with
the click of a button, can view any level or point within the manufacturing process, track raw
material levels, monitor outputs and instantly identify any abnormalities or anomalies in the
manufacturing process. When touring the plants, one obtains a greater appreciation for the
technical skill required throughout the Group. From procurement of raw materials to the
delivery of products to mines globally, each step in the value chain must run optimally and
XQLQWHUUXSWHG WR HQVXUH WKH *URXS V VWUDWHJILF RXWFRPHYV

OLFKDHO +HZVRQ 'LUHFWRU DW *UDSKHQH (FRQRPLFVY DGGV WKDW
insights that can never be delivered in a boardroom or on a Teams or Zoom call. “For example,

with this client, we had been unaware of certain licencing agreements they have in place until

we visited their facilities and asked questions about where certain technologies came from as

we chatted with their R&D teams. Understanding the licencing agreements gives us insights

into their IP and is now another consideration that we will take into account as we advise

them on their TP.”
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Extensive TP benefits

OLFKDHO VXJJHVWY WKDW E\ HI[SRVLQJ 73 FRQVXOWDQWY WR D EX\
GHHSHU XQGHUVWDQGLQJ RI WKH FRPSDQ\ V EXVLQHVY PRGHO LQ
VWUXFWXUHVY DQG SUR4W GULYHUV 7KLV LQVLJKW DOORZV XV WI
DOLJQHG ZLWK WKH FRPSDQ\ V DFWXDO HFRQRPLF DFWLYLWLHYV k
RSHUDWLRQDO UHDOLWLHYV RI D EXVLQHVV HQVXUH ZH UH DEOH WI
VSHFL4F QHHGY DQG FLUFXPVWDQFHYV RI WKH FRPSDQ\ 7KLV LQ W:
management (by addressing potential compliance issues proactively), streamlined decision-

making (as we can provide insights into how operational changes might impact TP strategies),

DQG EHWWHU FRQWULEXWLRQ WR YDOXH FUHDWLRQ DV ZH UH QRYV
WR HQVXUH 73 VWUDWHJI\ SOD\V PRUH RI D SDUW LQ WKH RYHUDOO
business).”

Henry uses accurate delineation as a practical example. “The term accurate delineation

UHIHUV WR LQ EURDG WHUPV WKH LGHQWL4FDWLRQ RI WKH HFRQ!
transaction,” he explains. “This can include the relevant functions performed, assets used,

and risks assumed by the parties to a transaction. Accurate delineation of a transaction is

at the very core of considering that transaction from a TP perspective. Firstly, it informs the

so-called comparability analysis, to compare the transaction to similar transactions entered

LQWR E\ LQGHSHQGHQW WKLUG SDUWLHV 6HFRQGO\ LQ DFFRUGDC
transacting party should be remunerated commensurate to the functions performed, assets

XVHG DQG ULVNV DVVXPHG E\ WKH SDUW\ $FFRUGLQJO\ WKH DUP
cannot be considered without the transaction being accurately delineated.”

“TP advisors can accurately delineate a transaction through gathering and considering

relevant information, conducting functional analyses meetings and gaining a deeper

understanding of the industry and economic factors impacting the transaction, together with

the broader sector within which their client operates,” says Henry. “By obtaining a real and

GHHS XQGHUVWDQGLQJ RI KRZ D FOLHQW V EXVLQHVV RSHUDWHYV
assists in the accurate delineation of transactions but makes the whole TP analysis come

alive.”
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Henry adds that understanding the business at a granular level not only informs the

accurate delineation, but the comparability analysis. “By obtaining a deeper understanding

RI WKH *URXS V EXVLQHVV ZH FDQ PRUH H*HFWLYHO\ FRQGXFW EH(
potential comparable companies and provide even more robust and accurate testing of

transactions. Perhaps a noteworthy example of this is the discovery of an internal Comparable

Uncontrolled Price (CUP) agreement we became aware of through our discussions with one

RI WKH HQJLQHHUV RQ VLWH KH VD\V 7KH DJUHHPHQW ZDV QRW
applicable to certain of the products manufactured and has been in place for a long period

of time. Through the discovery of this agreement, we were able to compare it to a licensing

benchmarking study performed recently for the client. This CUP agreement enabled us to

compare the agreement against the analysis we performed and ultimately bolstered the

analysis and results further.”

Making TP analysis come alive

“I can only describe the overall experience as incredible,” Henry says, of the site visit. “The

observations made and lessons learned are things we can actively apply when preparing TP

documentation for the client, as well as when we provide advisory services. It assisted us, in

real and practical terms, to more accurately delineate transactions, understand the functions

performed, risks assumed, and assets used by the South African operations as well as the

group subsidiaries. We walked away from the experience with a much deeper understanding

of the IP used by the group and the paramount importance of continuous enhancements and

development of the IP, which often comes down to the day-to-day continuous enhancements,
LPSURYHPHQWY DQG RSWLPLVDWLRQVY PDGH E\ WKH KLJKO\ VNLOO|

Beyond the visit itself, Henry says, the experience emphasised the need for truly

XQGHUVWDQGLQJ FOLHQWY EXVLQHVVHV DQG KRZ DFWLYLWLHV V)
their operations can assist advisors in providing better services.
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Navigating the risk control
framework In Africa

By Michael Hewson, founder and director of Graphene Economics

How valuable is the contribution of
one person to an organisation?
How valuable is the contribution of
two college dropouts?

How valuable is the contribution of
100 people?

7KH DQVZHU WR DOO WKHVH TXH
like to suggest, should be “it depends”.

Maybe the one person is someone like

Oprah Winfrey, starting her production

company. The two college dropouts

might be the next Steve Jobs and Steve

Wozniac. The 100 people might be back-

R]JFH FDOO FHQWUH DJHQWYV RU I
managers. In each case, our assessment

RI WKH YDOXH WKDW WKHVH SHR
contributions would have might be very
GL-HUHQW

The same sort of assessment is
something we need to grapple with

in TP, but in relation to global value
chains. The questions tax professionals
are faced with are: what is the value
that each participant in the value chain
contributes, and what should be their
reward?
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$ FULWLFDO SDUW RI 4JXULQJ WKLY RXW UHODWHYV WR WKH ULVN F
models, and a dynamic environment in Africa, the assumption of risk — as well as the control

RI ULVN SOD\V DQ LPSRUWDQW UROH LQ GHWHUPLQLQJ WKH SUR4
parties.

Maximising competitive advantage across
value chains

-Q OLFKDHO 3RUWHU ZLGHO\ UHJDUGHG DV WKH IDWKHU RI WK
the term value chains in his book, Competitive Advantage. In that book he explained how

organisations make decisions across the value chain to maximise their competitive advantage.

This may include centralising certain activities, collaborating with other organisations on

certain activities or sometimes, outsourcing activities. These concepts are equally evident in

third party circumstances and in related party circumstances.

An important concept in business economics is that the higher risk that a company is taking,
the greater the expected return. This suggests that the parties in the value chain that carry
risk would expect to be compensated accordingly.

7KH 2(&' V 7TUDQVIHU 3ULFLQJ *XLGDQFH ZKLFK zZzDV UHOHDVHG LQ
2017 and 2022), lays out a six-step process (known as the control of risk framework) aimed

DW DVVHVVLQJ KRZ WKH HFRQRPLFDOO\ VLIJQL4FDQW ULVNV WKDW
transactions should be allocated between entities for the purposes of TP.

The idea behind the framework was to counteract concerns that businesses had been shifting

WKHLU SUR4WV RXW RI KLJKHU WD[ UDWH MXULVGLFWLRQV LQWR C
FRQWUDFWXDO WHUPV WR WUDQVIHU ULVN DQG DVVRFLDWHG SUR/
the Transfer Pricing Guidelines, introducing new requirements to test the contractual

assumption of risk against conduct, centring on key risk control decisions.
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Applying the OECD guidance

%ULH5\ WKH 2(&"' V VL[ VWHS SURFHVV FDQ EH VXPPDULVHG DV IRC

While this looks simple on paper, it can be quite complex in reality. A party may appear to
FDUU\ D ULVN EXW GRHVQ W )RU H[DPSOH ZKHQ D FRQWUDFW VW
inventory risk, but in practice, the manufacturer controls and mitigates that risk.

For instance, a multinational entity (MNE) might have a distribution agreement where the

distributor is contractually responsible for unsold inventory. At face value, it seems the

distributor bears the inventory risk. However, if the manufacturer closely monitors inventory

levels, determines restocking and production schedules, and compensates the distributor for

unsold or obsolete goods (through buyback agreements, credits, or price adjustments), the

DFWXDO FRQWURO DQG 4QDQFLDO H[SRVXUH UHODWHG WR WKH LQ

-Q WKLV VFHQDULR GHVSLWH WKH FRQWUDFWXDO DVVLJQPHQW W
HFRQRPLFDOO\ VLIJQL4FDQW ULVN DV WKH PDQXIDFWXUHU HeHFWL
is an example of where risk-bearing needs to be aligned with actual risk control to ensure
DSSURSULDWH SUR4W DOORFDWLRQ XQGHU 73 UXOHYV
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Looking beyond contracts

In understanding which entity should be subject to the potential upside or downside of the
work, contractual agreements are an important starting point. But the guidance is clear: you
need to sometimes look beyond the contractual parties.

-Q WKLV UHJDUG ZH QHHG WR ORRN DW ZKR LV PDQDJLQJ WKH
undertaking functional analysis to help us consider which entity has the capability to:
e« ODNH GHFLVLRQV WR WDNH RQ OD\ R RU GHFOLQH D ULVN E
* Make decisions on whether and how to respond to the risks associated with the

opportunity
e OLWLIJDWH WKH ULVN DQG WDNH PHDVXUHV WKDW DeHFW ULV

Changing risks

As risks evolve, our application of the OECD guidance will need to shift. Two examples of
factors that make it more challenging to apply are globalisation and the use of technology.

Globalisation: companies have value chains across the world. Sometimes parts of the

value chain are inter-connected and require careful consideration of who is assuming the

risks.

Use of technology: this has caused certain risks to change, such as cybersecurity. The
TXHVWLRQ LV ZKR LV OLDEOH IRU WKDW ULVN" :KR VKRXOG

How this affects TP analysis

-Q D73 DQEDO\WLVY WKH IRFXV RQ FRQWURO RI ULVNV D*HFWYV D
DeHFWV WKH FKDUDFWHULVDWLRQ RI WKH HQWLWLHV J/LPLWHG
7KLY LOQ5XHQFHVY WKH 73 PHWKRG WKDW VKRXOG EH XVHG WR D
LAQ5XHQFLQJ WKH HQWLW\ WKDW VKRXOG DVVXPH WKH ULVN LI

Tax authorities also scrutinise whether risks are truly borne and managed by the parties
assigned those risks in intercompany transactions. Analysing who controls the risks helps
ensure compliance with local tax regulations and OECD guidelines, thereby reducing the risk
of disputes or adjustments by tax authorities.
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An African perspective

7KHUH DUH VSHFL4F ULVN I|D F WRdérgtafdifgAviRoSshberormingdriportant

in and through Africa should consider. For functions relating to the control of risks is
example, a company headquartered in important in a TP analysis. It is particularly
Europe may not understand some of the relevant in the post-Covid world with
particular issues a subsidiary in South Africa integrated and multinational value chains.
faces, such as loadshedding or delays in
getting shipments through customs at the It is the determination of how parties actually
port. manage and control risk that is important,
so MNEs need to ensure they focus on
Other risks might include political instability, XQGHUVWDQGLQJ WKH HFRQRPLFDO!
exchange control and currency issues, skills risks, determining who is controlling the risks,
gaps, and regulatory uncertainty. considering the full context, and addressing
the various factors that may impact risks
MNEs should therefore ensure the presence GL*HUHQWO\ DFURVYVY GL*HUHQW LQC

of appropriately skilled and capacitated
individuals to appropriately manage the risks
within their African entities.
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Climate change

As the International Energy Agency (IEA) notes in its 2024 World Energy Outlook report 2,

“Despite gathering momentum behind transitions, the world is still a long way from a

trajectory aligned with its climate goals. Decisions by governments, investors and consumers

WRR RIWHQ HQWUHQFK WKH 5DZV LQ WRGD\ V HQHUJ\ VA\VWHP UDW
cleaner and safer path... And the costs of climate inaction, meanwhile, grow higher by the

day as emissions accumulate in the atmosphere and extreme weather imposes its own

unpredictable price.”

It was hoped that the COP29 meeting would result in an ambitious new funding target of $1

trillion every year, but developed countries proved reluctant to commit to additional funding

WRZDUGV WKH -XVW 7UDQVLWLRQ DQG WKH DPRXQW LQ GLUHFW 14
only $300bn.

As countries look to implement carbon taxes and governments seek other ways to ensure
the private sector plays its part in climate change mitigation, MNEs will need to rethink their

EXVLQHVY PRGHOV ZKLFK ZLOO LQ WXUQ DeHFW 73

KLOH VXUYH\ UHVSRQGHQWYV LQ GLG QRW FLWH FOLPDWH FKDQ
trend, Graphene Economics believes that this will begin to change in 2025 and beyond.

Carbon credits and offsets and TP

%\ ORQLTXH YDQ +HUNVHQ DGYRFDWH DQG SDUWQHU LQ WKH $PVW
Simmons

As the pressure on achieving net zero emission results and sustainable operation increases,

carbon projects are becoming more of a mainstay occurrence. The projects serve to reduce,

avoid or remove greenhouse gas (GHG) emissions. Moreover, they also bring a whole host of

RWKHU SRVLWLYH EHQH4WYV )RU H[DPSOH WKH\ PD\ HPSRZHU FRP]I
restore forests, and reduce reliance on fossil fuels.

&DUERQ FUHGLWYV FDUERQ R*VHWV DQG FDUERQ PDUNHWY DUH D
cutting down on carbon dioxide (CO2) emissions and serve to put a price (or cost) on GHG

emissions. They give people, companies, and governments a way to take ownership of their

carbon footprint and back eco-friendly projects that balance out their emissions.

2Source: https://www.iea.org/reports/world-energy-outlook-2024/executive-summary
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Monique van Herksen, advocate
and partner in the Amsterdam
R]FH RI 6LPPRQV 6LPPRQ

Monigue has been working as a TP controversy
specialist for over 30 years. She has led Global

TP and EMEA tax controversy teams, worked

for the US Internal Revenue Service (IRS) in

their APA team and served as adviser to the

86 FRPSHWHQW DXWKRULW\ ZKHQ
Associate Chief Counsel International. She

handles tax and TP audit settlements, APAs and

MAP requests.

Monique has been advising the United Nations

Tax Committee since 2010. She assists the
8QLWHG 1DWLRQV )LQDQFLQJ IRU
2]FH ZLWK WUDLQLQJ PDWHULDOV
in developing countries and has trained tax

inspectors for organisations such as the

Inter-American Centre of Tax administrations

(CIAT) and the African Tax Authorities Forum

(ATAF). She contributed materially to the UN

73 ODQXDO V OHWKRGV -QWUDJUHR
Transactions, Dispute Avoidance and Resolution
chapter and the guidance on TP and carbon

credits.

She is regularly recognised for her role as a

tax disputes lawyer and highly regarded TP
practitioner, most recently for 2025 by ITR.
Monigue uses her expertise to educate the next
generation of lawyers and has been teaching TP
at leading universities for the vast majority of
her career.

She frequently authors thought leadership

materials and has published and contributed to
195 professional publications.

GRAPHENE ECONOMICS TP REPORT 2024




&DUERQ FUHGLWYV DQG FDUERQ R*VHWYV DUH 4QDQFLDO LQVWUXPH(
removal of GHG from the atmosphere. A carbon credit typically represents one metric tonne

RI &2 ZKLOH D FDUERQ R*VHW UHIHUV WR D SURMHFW RU DFWLRQ
equivalent to one metric tonne of CO2.

‘L HUHQWLDWLQJ EHWZHHQ FUHGLWY DQG RVHWYV

&DUERQ FUHGLWY DQG R*VHWY DUH FUHDWHG WKURXJK YDULRXV S
reducing emissions. These projects can include renewable energy generation, energy

HIFLHQF\ LPSURYHPHQWY UHIRUHVWDWLRQ DQG PHWKDQH FDSWX
undergoes a rigorous assessment process to ensure its legitimacy and the accuracy of

emission reductions.

7KH NH\ GLVWLQFWLRQ EHWZHHQ FDUERQ FUHGLWY DQG FDUERQ R
or compulsory nature. Voluntary carbon credits are purchased willingly by individuals,

organisations, or governments to support emission reduction projects beyond regulatory

requirements. They allow entities to take proactive steps in addressing their carbon footprint

and demonstrating environmental responsibility.

2Q WKH RWKHU KDQG FRPSXOVRU\ FDUERQ ReVHWYV DUH W\SLFDOO
established under government-regulated cap-and-trade systems. In these markets, companies

DUH OHJDOO\ REOLJDWHG WR ReVHW D SRUWLRQ RI WKHLU HPLVVL
number of carbon credits. Compliance markets provide a framework for meeting emission

reduction targets set by regulatory authorities.

Once a carbon project is accredited, emission reduction units are issued by the relevant

standards that review the carbon projects they result from and they are made available as

FUHGLWY RU ReVHWY XVXDOO\ LQ WKH FDUERQ PDUNHW 7KH FDUE
FUHGLWY DQG ReVHWYV DUH ERXJKW DQG VROG -W IXQFWLRQV DV |
DQG JRYHUQPHQWY WR SXUFKDVH FUHGLWY RU R*VHWV WR FRPSHC(
facilitates investment in sustainable projects that generate carbon credits.

TP considerations

While all of these activities can be taken on stand-alone by commercial participants, MNEs

can also decide to take some or all of them on inhouse and then the relevant transactions:

developing, investing in and conducting operations to qualify for emission reduction,

UHJLVWHULQJ IRU DQG EHLQJ LVVXHG FDUERQ FUHGLWY RU ReVHW
FUHGLWY RU ReVHWV IRU UHWLUHPHQW DQG DSSOLFDWLRQ DJDLQ\
FRPSO\ ZLWK WKH DUP V OHQJWK VWDQGDUG DQG DSSOLFDEOH WU
the intercompany transactions need to be accurately delineated, appropriate TP methods

need to be decided on and benchmarks need to be conducted.
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&DUERQ R*VHWV DUH GHVLJQHG WR DFKLHYH UHDO DQG PHDVXUDE
LQGLYLGXDOV RU RUIJDQLVDWLRQV SXUFKDVH FDUERQ ReVHWV WK
that either prevent or remove GHG emissions from the atmosphere. These projects can

include renewable energy installations, forest conservation initiatives, or methane capture

I[URP DJULFXOWXUDO RSHUDWLRQV 5LJRURXV VWDQGDUGY DQG YH
FDUERQ R*VHWY UHSUHVHQW JHQXLQH HPLVVLRQ UHGXFWLRQV +R
UHSXWDEOH DQG WUDQVSDUHQW ReVHW SURYLGHUV WR HQVXUH W
proper TP, it is material to understand the business, benchmark the relevant intercompany

transactions thoroughly, while considering the relevant assets used and risks involved.

7KH ZRUOG RI FDUERQ FUHGLWY DQG R*VHWYV LV D FRPSOH[ HFRV\\
challenges with possible TP impact are listed below:

Scepticism regarding standards: An emission reduction unit is issued by so-called
1 ‘ carbon crediting agencies or standards, which are organisations that vouch that
WKH SURMHFW XQGHUO\LQJ WKH FDUERQ FUHGLW RU ReVHW G|
reduction. There are several standards, some established by governments and others
privately operated and only for the voluntary markets, and they may have their own
protocols and principles. As a result, there is some scepticism as to how reliable the
respective standards actually are. Well-known standards include Verra, Gold Standard,
Climate Action Reserve, ACR, ART, the Global Carbon Council, to name a few. If and to
WKH HIWHQW WKH FUHGLWLQJ DJHQF\ LV QRW UHVSHFWHG RU
KDYH LPSDFW RQ WKH SULFH D FDUERQ FUHGLW RU ReVHW JHW

Scandals in the carbon credit business have heightened scepticism. Some criticism
2 ‘ UHJDUGY RYHUVWDWLQJ WKH OHYHO RI FDUERQ R*VHWWLQJ D
conserving a forested area lead to legitimate carbon emission reduction units? Also,
measuring emission reduction against which baseline is an area of much debate.
There may be a multiplicity of carbon neutral claims, leading to bogus credits. That
means that such carbon emission units, once retired by a registry operator, give a false
impression of emission reduction. This materially impacts the price of the credits or
ReVHWY DQG UHSXWDWLRQ RI WKH SURMHFW QHJDWLYHO\ LPS

Between associated enterprises, a relevant question will be which party carries

WKLV ULVN ZKHQ LW PDWHULDOLVHY 7KH FDUERQ PDUNHW VX
carbon crediting projects. Necessary rules for transparency, environmental integrity,

additionality and avoiding double counting (which is key for credible global emissions

WUDGLQJ DQG FRVW H*HFWLYH FOLPDWH PLWLIJDWLRQ XQGHU
KDYH QRW EHHQ 4QDOLVHG +RZHYHU GXULQJ WKH 81 &OLPDW
in Baku, Azerbaijan on 12 November 2024, climate negotiators announced that they

reached consensus on a set of standards under Article 6.4 of the Paris Agreement and

a dynamic mechanism to update them. Hopefully, that will serve to greatly reduce the

integrity-related challenges.

3COP29 Agrees International Carbon Market Standards | UNFCCC
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Establishing legal ownership of carbon credits is still relatively unclear.

Carbon emission reduction units are transferred via Emission Reduction Purchase

Agreements (ERPASs). Once issued to a domestic party of record by a crediting agency,

WKH FUHGLWY RU ReVHWY DUH OLVWHG LQ WKH DFFRXQW RI I
LGHQWL4FDWLRQ QXPEHU 7KH UHJLVWU\ LV PHUHO\ D UHFRU
not denote legal ownership, however. All the registry does is identify the emission

UHGXFWLRQ DFKLHYHG WKURXJK WKH LGHQWL4FDWLRQ QXPE
transferred by a transferor to a transferee. This transfer will have to be recorded

with the registry to make sure that they are retired by the party who claims to use

WKHP DV ReVHW )RU WD[ SXUSRVHV WKLV PHDQV WKDW WKH
HPLVVLRQ FUHGLW RU ReVHW XQGHU D WUHDW\ IRU WKH DYRI
OHDG WR FRQ5LFWLQJ LQWHUSUHWDWLRQV 'RHV WKH VDOH |
IURP LPPRYDEOH SURSHUW\ $UWLFOH EXVLQHVV SUR4WYV
LQFRPH $UWLFOH " - WKHUH ZRXOG EH D FRQ5LFW LQ WKL
in MAP? The characterisation will also impact the TP analysis. For example, if an

intangible, does the hard to value intangible (HTVI) regime apply under certain facts

and circumstances?

Tax accounting for carbon credits is still unclear. Emission allowances evidence

the authorisation to pollute, based on the number of allowances that are allocated

by a government entity or otherwise obtained. In addition, emission allowances

ODFN SK\VLFDO VXEVWDQFH 7KH\ DUH JHQHUDOO\ QRW FRQV
cash is not delivered when they are used. Instead, the emission allowance itself is

delivered to demonstrate compliance with established regulations. As a result, they

PHHW WKH GH4QLWLRQ RI DQ LQWDQJLEOH DVVHW &RQWUDF
HPLVVLRQ DOORZDQFHV H J IRUZDUGV IXWXUHY RU RSWLF
D GHULYDWLYH )RU *$$3 -)56 SXUSRVHV HPLVVLRQ UHGXFWI
as an intangible asset to be accounted for under IAS 38 — intangible assets — unless

they are to be treated as inventories under IAS 2 — inventories and held for sale

in the ordinary course of business. Government intervention in carbon reduction

may drive the accounting treatment under IAS 20 — government assistance. These
GHWHUPLQDWLRQV DUH IDFW VSHFL4F KRZHYHU

Government claims:  There are governments that have — unexpectedly — claimed
or arguably even expropriated carbon emission reduction units to use them against
their National Determined Contributions (NDC) rather than allowing companies
engaged in the projects to market and sell them freely cross border.

For example, Zimbabwe, concerned about greenwashing, announced a takeover of
the carbon credit trade, voiding past deals in May 2023. It was stated that all past
agreements signed with international agencies and organisations would be “null and
void.” Furthermore, it was decided that the Zimbabwe Treasury would be entitled to
50% of any revenue from the credits while foreign investors can earn as much as 30%
and local investors must get at least 20%. The rules that were issued later in 2023
softened the changes a bit (from 50% to 30%) but still presented a major change.
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Kenya likewise issued rules in July of 2024 that introduced a 15% take of carbon credit

LQFRPH 7KHVH VXGGHQ FKDUJHV DUH D VLJQL4FDQW GLVUXS
carbon projects and, in some cases, lead to investors deserting the projects entirely.

For TP purposes, it not only needs it be determined who carries this risk, but including

country risk becomes a relevant factor too when benchmarking,

7R DVVLVW WD[ DXWKRULWLHYVY LQ UHYLHZLQJ FDUERQ SURMHFWYV
subcommittee issued a guidance paper in October 2023 called Transfer Pricing of Carbon
2VHWYVY DQG &DUERW RVHBDEIDWWDEOH DW 81 '(6% V ZHEVLWH

The above serves to highlight that carefully considering and accurately delineating carbon

projects involving associated enterprises is required to protect against TP exposure. It

is furthermore possible that a future protocol under the UN Framework Convention on

International Tax Cooperation addressing tax cooperation on environmental challenges will

KHOS KDUPRQLVH DQG VWDQGDUGLVH WD[ WUHDWPHQW RI FDUERQ
materially contribute to sustainable development.
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Sources: reports issued by organisations, government
documents and legislation (where available) or other tax news
platforms, such as Orbitax, MNETax, etc.

Eswatini: new interest
deduction restriction
and transfer pricing
rules introduced

According to recent reports, Eswatini published
the Income Tax (Amendment) Act 2023 on 20
October 2023, which includes several important
tax changes. The main changes include:

a. An interest deduction restriction is
introduced with a cap equal to 30% of
EBITDA, which applies to companies that are
a member of a group, except for banking
and insurance companies.

b. A new transfer pricing regime is introduced,

including:

* WKH GH4QLWLRQ RI WKH DUPV Ot
principle, which means the price payable
between independent enterprises;

* UXOHV IRU WKH XVH RI WKH 4YH
transfer pricing methods, including
comparable uncontrolled price, resale
price, cost-plus, transactional net
PDUJLQ DQG WUDQVDFWLRQDO S
method;

e rules for the use of another method if
none of the standard methods can be
reasonably applied to determine the
DUP V OHQJWK SULFH LQ ZKLFK
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&RPPLVVLRQHU PXVW EH VD WrLhoddd@) WrKrB Wéclarations, and a

none of the standard methods can 4QH RI 058 DSSUR[ (85
be reasonably applied and that such thousand) for CbC reports.

RWKHU PHWKRG \LHOGV DQ DUP V OHQJWK

result; and OECD Amount B

e requirements for taxpayers to keep

transfer pricing documentation. REDOI"[ prOV|d|ng a
Mauritania: Draft simplified approach

Finance Bill for 2024 10 TP for baseline
includes TP marketing and
distribution activities

ODXULWDQLD V OLQLVWU\ RI J)LQDQFH KD
published the Draft Finance Bill for 2024. release
TP-related measures include:
The OECD announced the release of the

e Replacing the term “associated report on Amount B of Pillar One, which
enterprises” with “related enterprises” to SURYLGHV D VLPSOL4HG DQG VWUHLEL
harmonise the terminology used in the DSSURDFK WR WKH DSSOLFDWLRQ R
articles of the Tax Code related to TP; length principle to baseline marketing
e Extending the TP documentation and distribution activities. The original
requirements for cross-border related announcement is quoted below:
party transactions to domestic related
party transactions; On 19 February 2024, the OECD/G20 Inclusive
e Changing the CbC reporting threshold to Framework on BEPS released the report on
account for the change in the Mauritian Amount B of Pillar One, which provides a

currency code from MRO to MRU, with the VLPSOL4HG DQG VWUHDPOLQHG DSS
VSHFLAHG WKUHVKROG FKD QappliGatibd & Ehe(abn2's length principle
250 billion to MRU 25 billion (approx. EUR to baseline marketing and distribution
570 million); activities, with a particular focus on the needs
e ([WHQGLQJ WKH 4QHV IRU Q RPfJow-Capagidy éduntries. The approach
annual TP declarations and CbC reports set out in this report answers the call of
so that the penalties also apply for low-capacity countries for what the African Tax
LQFRPSOHWH RU LQDFFXUD WBHmMhGttad FAr@rHATAB h§s Hescribed as
D 4QH RI1 058 D S S UR| “vit&8'schanges to the OECD Transfer Pricing
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Guidelines, providing what “could be a game changer for the African TP landscape”. Content from
the report has now been incorporated into the OECD Transfer Pricing Guidelines.

Several low-capacity countries report that between 30-70% of their TP disputes relate to baseline
marketing and distribution activities. The changes to the OECD Transfer Pricing Guidelines agreed
in this report will provide jurisdictions with the option of applying straightforward bright-line rules

to these activities, allowing them to secure revenue and preserve valuable tax administration
resources while providing additional certainty to multinational enterprises.

Drawing from existing principles in the OECD Transfer Pricing Guidelines, Amount B provides

D VLPSOL4HG DQG VWUHDPOLQHG SULFLQJ IUDPHZRUN WKDW GHWF
distributors. This framework is expected to reduce TP disputes, compliance costs, and enhance

tax certainty for tax administrations and taxpayers alike. Low-capacity jurisdictions facing limited
UHVRXUFHV DQG GDWD DYDLODELOLW\ ZLOO HVSHFLDOO\ EHQH4W
provided by Amount B.

The report, which introduces two options for implementation for jurisdictions that opt into the

VLPSOL4HG DQG VWUHDPOLQHG DSSURDFK IURP -DQXDU\ GHVF
which a distributor is within scope of Amount B including cases where it also performs certain

non-distribution activities, such as manufacturing. It also sets out the activities that may exclude a
GLVWULEXWRU IURP WKH VFRSH RI WKH VLPSOL4HG DQG VWUHDPOI
commodities or digital goods.

7KH UHSRUW LV UHOHDVHG LQ OLQH ZLWK WKH -XO\ 2XWFRPH 6
Address the Tax Challenges Arising from the Digitalisation of the Economy, with further work on the
interdependence of Amount B and Amount A under Pillar One to be undertaken prior to the signing

and entry into force of the Multilateral Convention.

The inclusion of the Amount B guidance into the OECD Transfer Pricing Guidelines is accompanied

E\ FRQIRUPLQJ FKDQJHV WR WKH &RPPHQWDU\ RQ $UWLFOH RI'W
7KH FRQIRUPLQJ FKDQJHV VLIQSRVW VSHFL4F ODQJXDJH UHODWLQ
of double taxation included in the report on Amount B and are intended to ensure optionality is

preserved in all dispute resolution mechanisms for non-adopting jurisdictions. In particular, the
DPHQGPHQWYVY WR WKH &RPPHQWDU\ RQ $UWLFOH GLUHFW 6WDWF
IROORZ VSHFL4F GLUHFWLRQV ZLWKLQ WKH UHSRUW RQ $PRXQW %
under mutual agreement and MAP arbitration procedures. The conforming changes were prepared

by Working Party 1, approved by the Inclusive Framework and will be submitted shortly for

approval to the OECD Council prior to publication.

Further information on Amount B is available at https://oe.cd/bepsactionl.
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Seychelles: new TP documentation and related
party dealings schedule requirements

Seychelles has introduced new TP documentation and related party dealings schedule
UHTXLUHPHQWY ZLWK HeHFW IURP -DQXDU\

TP documentation

a. A person with annual turnover exceeding SCR 1 000 000 (approx. EUR 61 thousand) that
enters into controlled arrangements must prepare documentation verifying that the
conditions in its controlled arrangements for the relevant tax year are consistent with the

DUP V OHQJWK SULQFLSOH

b. When required to prepare TP documentation, the documentation must be submitted
within 21 days from the date of a request by the Commissioner General. The
GRFXPHQWDWLRQ UHTXLUHPHQWY LQFOXGH YDULRXVY HOHPHQWYV
40H DQG ORFDO 40H IRUPDW

c. In addition to the documentation requirements, a person must prepare additional
documentation if:
e 7KH WRWDO YDOXH RI DOO FRQWUROOHG DUUDQJHPHQWYV LV P
turnover for a tax year; or
e The total value of all controlled arrangements for a tax year exceeds an amount
equivalent to SCR 50 000 000 (approx. EUR 3 million).

d. The additional documentation includes:
e Copies of all intercompany agreements concluded by the person;
* A detailed functional analysis of the controlled arrangements between associates,
including details of functions performed, assets used, and risks assumed by each party;
e A comparability analysis, including, a description of the process undertaken to identify
comparable uncontrolled arrangements; a description of the comparable uncontrolled
arrangements; an analysis of comparability of the controlled arrangement(s) and
the comparable uncontrolled arrangements; and details and explanation of any
comparability adjustments made;
e $ VXPPDU\ RI 4QDQFLDO LQIRUPDWLRQ XVHG LQ DSSO\LQJ WKH
e An indication of which party to the arrangement is selected as the tested party, if
applicable, and an explanation of the reasons for this selection;
e A summary of the important assumptions made in applying the TP method and
reasons for the rejection of other methods;
» Details of any industry analysis, economic analysis, budgets or projections relied on;
» Details of any advance pricing agreements or similar arrangements in other countries
that are applicable to the controlled arrangements; and
e The name of the author, company name if employed by a company, of the additional
GRFXPHQWDWLRQ DQG WKH GDWH Rl 4QDOLVDWLRQ DQG DSSUI
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e. Furthermore, a person who is a member of an MNE group and whose consolidated
WXUQRYHU LV JUHDWHU WKDQ (85 PLOOLRQ PXVW DOVR SUHS!
with the OECD Transfer Pricing Guidelines.

f. TP documentation must be submitted in English, French, or Creole. The documentation
and related information must be kept, retained, and maintained for at least 7 years after
the end of the period in which the controlled arrangements took place.

g. Penalties in relation to the new requirements include the following:

* A person that fails to submit documentation when requested, without reasonable
cause, will be liable for an additional tax penalty equal to SCR 75 000 (approx. EUR 4
600) plus SCR 2 500 (approx. EUR 155) per week or part of a week the failure continues;

» A person that knowingly submits any false or misleading documentation or information
ZLOO EH OLDEOH IRU DQ DGGLWLRQDO WD[ SHQDOW\ HTXDO WI
and

» A person that knowingly or recklessly fails to keep, retain, and maintain relevant
documents, information, and records will be liable for an additional tax penalty equal to
at least SCR 10 000 (approx. EUR 618) for small businesses, SCR 50 000 (approx. EUR 3
000) for medium businesses, and SCR 100 000 (approx. EUR 6 200) for large businesses.

Related party dealings schedule

A person that enters into controlled arrangements must complete and furnish to the
Commissioner General a related party dealings schedule. The related party dealings schedule
is part of the annual tax return and includes information on the reporting entity, the ultimate
controlling entity, the associates with which controlled arrangements are entered into, the
controlled arrangements, etc. Records pertaining to the related party dealings schedule must
be kept for at least 7 years after the end of the period in which the controlled arrangements
took place.

Penalties in relation to the related party dealings schedule requirements are similar to those
for the TP documentation and include the following:

e A person that fails to complete the related party dealings schedule of the tax return,
without reasonable cause, is liable for an additional tax penalty equal to:
e SCR 5000 (approx. EUR 310) if the related party dealings schedule is not furnished in
accordance with regulations; and
e SCR 75 000 (approx. EUR 4 600) plus SCR 2 500 (approx. EUR 155) per week or part of a
week the failure continues;
e A person that knowingly submits any false or misleading documentation or information
ZLOO EH OLDEOH IRU DQ DGGLWLRQDO WD[ SHQDOW\ HTXDO WR
* A person that knowingly or recklessly fails to keep, retain, and maintain relevant
documents, information, and records will be liable for an additional tax penalty equal to
at least SCR 10 000 (approx. EUR 618) for small businesses, SCR 50 000 (approx. EUR 3 000
for medium businesses, and SCR 100 000 (approx. EUR 6 200) for large businesses.
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Zimbabwe: domestic minimum top-up tax
Introduced

The Zimbabwe Revenue Authority (ZIMRA) has issued Public Notice 9 of 2024, which provides

an overview of the main tax changes introduced by Finance Act 2023 (Act No. 13 of 2023),

ZKLFK FDPH LQWR H*HFW RQ -DQXDU\ 7KH PHDVXUHY LQFOXG
domestic minimum top-up tax (DMTT) with a minimum rate of 15% to guard against ceding

taxing rights to foreign jurisdictions under the Pillar 2 global minimum tax rules.

The DMTT is a tax levied on the income of foreign entities active in Zimbabwe. Under the

WD[ JOREDO SUR4WV RI ODUJH PXOWLQDWLRQDO HQWHUSULVHYV Z
income tax rate of 15 per cent. It targets companies, trusts, or juristic persons domiciled

outside Zimbabwe, including locally incorporated subsidiaries, registered companies, and

local branches of foreign entities. The essence of this tax is to ensure that foreign entities
FRQWULEXWH D IDLU VKDUH WR =LPEDEZH V WD[ UHYHQXH SDUWLF
IURP WKH FRXQWU\ V PDUNHW EXW SD\ OLWWOH WR QR FRUSRUDW|

To determine the DMTT, a two-step calculation process is used. The actual corporate tax

FKDUJHG RQ WKH HQWLW\ V LQFRPH LV FRPSDUHG DJDLQVW WKH F
charged without deductions under section 15 of the Income Tax Act. This comparison yields

WKH HeHFWLYH UDWH RI FRUSRUDWH WD[ UHS5HFWLQJ WKH UHDO

7KH WD[ FRPHVY LQWR SOD\ XQGHU VSHFL4F FLUFXPVWDQFHV -W Z|
entity earns income from any business or activity within Zimbabwe. It will also be applicable

ZKHQ WKH IRUHLJQ HQWLW\ V FRXQWU\ RI UHVLGHQFH HLWKHU GRF&
OHYLHVY WD[HV DW DQ H*HFWLYH UDWH RI OHVV WKDQ Rl WKH FR
conditions, despite any existing double taxation agreements, the foreign entity is liable to pay

the DMTT.

The DMTT for entities not liable to tax in Zimbabwe, the DMTT is equal to 15% of jurisdictional

SUR4WV HDUQHG LQ =LPEDEZH GXULQJ WKH DVVHVVPHQW \HDU :Kl
is liable to tax in Zimbabwe but at a rate less than 15%: the DMTT is 15% minus the corporate

tax rate paid in the country of residence, or the tax chargeable under Zimbabwean law due to

double taxation agreements, whichever is greater.
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ATAF: Technical Note on Amount B rule of Pillar
1 issued

The African Tax Administration Forum (ATAF) has released a technical note discussing the

Amount B rule of Pillar 1 and its potential advantages for African nations. This note is part of

$7%) V VHULHY DGGUHVVLQJ WD[ FKDOOHQJHV IURP WKH GLJLWDO |
Key points include:

7KH WHFKQLFDO QRWH DLPV WR KHOS $7%) PHPEHUYV DVVHVV ZKF

approach, detailing its main provisions and emphasising aspects crucial for African

countries.

* ATAF plans to release a revised guide for drafting TP legislation, which will include
UHFRPPHQGDWLRQV IRU LPSOHPHQWLQJ WKH VLPSOL4HG DSSURI

e ODQ\ $7%) PHPEHUV IDFH VLIJQL4FDQW GLVSXWHYV RYHU 73 LQ GRI
WKHLU OLPLWHG UHVRXUFHV 7KH QHZ DSSURDFK DSSOLFDEOH
2025, could reduce disputes and enhance tax certainty for both tax administrations and
businesses.

e 7KH QRWH RXWOLQHYV GHVLJQ IHDWXUHV HVVHQWLDO IRU PD[LPL

fostering increased tax certainty for African governments and multinational enterprises

operating in the region.

Madagascar: Finance Law and Amending
Finance Law for 2024 include revised TP rules

2Q -XQH ODGDJDVFDU V OLQLVWU\ RI )LQDQFH DGRSWHG WK
ZKLFK LQWURGXFHV VLIJQL4FDQW FKDQJHV WR WKH JLQDQF
Key updates related to TP and BEPS include:

e $UP V OHQIJWK SULQFLSOH QRZ DSSOLHV WR DOO GRPHV F WUL
e Documentation: Taxpayers must provide proof of compliance and submit detailed '
documentation for related-party transactions annually by June 30.

* Minimum Tax: Established based on annual turnover.
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OECD: TP framework for lithium released

The OECD has announced the release of a TP framework for lithium. The release note is
provided below:

OECD and IGF have joined forces to support developing countries with practical guidance when

addressing the TP challenges faced when pricing lithium—a critical mineral in the global energy
WUDQVLWLRQ 7KLV SUDFWLFH QRWH LGHQWL4HVY WKH SULPDU\ HFI
of lithium using TP principles, building on the TP framework in Determining the Price of Minerals: A

TP framework. The practice note provides practical guidance for countries to accurately delineate

the transaction and price lithium exports on an arm'’s length basis. Interested parties were invited

to provide comments on a preliminary version of the practice note during a public consultation

process. The OECD and IGF appreciate all the feedback received.

Background

JRU PDQ\ UHVRXUFH ULFK GHYHORSLQJ FRXQWULHY PLQHUDO UHV
RSSRUWXQLW\ WR LQFUHDVH JRYHUQPHQW UHYHQXH 7D[ EDVH HU|
with gaps in the capabilities of tax authorities in developing countries, threaten this prospect.

Government revenue depends on mineral products being priced and measured accurately.

+RZHYHU SULFLQJ LY QRW DOZzZD\V VWUDLJKWIRUZDUG "W PD\ EH |
PLQHUDO EHQH4FLDWLRQ WKH ODFN RI SXEOLFO\ TXRWHG SULFHYV
EDVHG RQ WKH TXDOLW\ RU JUDGH RI WKH SURGXFW O0DQ\ JRYHUQ
of their exported minerals and are therefore losing much-needed revenue.

The OECD'’s Centre for Tax Policy and Administration (CTPA) is collaborating with the
Intergovernmental Forum on Mining, Minerals, Metals and Sustainable Development (IGF) to
address some of the challenges developing countries face in raising revenue from their mining
sectors. Under this partnership, a series of practice notes and tools are being developed for
governments.

The IGF and OECD CTPA have formed a partnership, combining the IGF’s mining expertise with

WKH 2(&" V NQRZOHGJH RI WD[DWLRQ WR GHVLJQ VHFWRU VSHFLA4F
BEPS challenges facing resource-rich developing countries. This work is published under the

responsibility of ISD (the IGF’s host organisation) and of the Secretary-General of the OECD. The
RSLQLRQV H[SUHVVHG DQG DUJXPHQWY HPSOR\HG KHUHLQ GR QRW
the Member countries of the OECD and the IGF.

GRAPHENE ECONOMICS TP REPORT 2024




Seychelles: signing Multilateral Instrument for
Pillar 2 Subject to Tax Rule approved

On 11 September 2024, the Seychelles Cabinet of Ministers approved the signing of the
Multilateral Convention to Facilitate the Implementation of the Pillar Two Subject to Tax Rule
(STTR MLI). The STTR MLI has been designed to help developing countries protect their tax
base and allows for the implementation of the STTR in existing bilateral tax treaties without
the need for bilateral negotiations. It includes provisions to allow source jurisdictions to

wWD[ EDFN ZKHUH GH4QHG FDWHJRULHYVY RI LQWUD JURXS FRYHUHG
corporate income tax rates below the STTR minimum rate of 9% and domestic taxing rights
over that income have been ceded under a tax treaty. For example, if a payor jurisdiction
can impose a 5% withholding tax on a payment of covered income under a treaty and the
recipient is subject to a 1% nominal tax rate, the payor jurisdiction retains the 5% withholding
tax right and can impose an additional tax under the STTR equal to 3% of the covered income
amount (9% — 5% — 1% = 3%). The STTR takes priority over the GIoBE Rules (IR and UTPR) and
is creditable as a covered tax under those rules.

United Nations: TP guidance for agricultural
products and pharmaceutical industry
released by UN Tax Committee Releases

The UN Committee of Experts on International Cooperation in Tax Matters recently released
advanced unedited versions of interstitial guidance on TP of agricultural products and TP in
the pharmaceutical industry.

Executive summary of interstitial guidance on TP of agricultural products

This guidance was prepared in response to the need, often expressed by developing countries,

for practical advice in applying the arm’s length principle to agricultural products. All tax
administrations, but particularly those from developing countries, face resource and capacity
constraints in a specialised area such as TP. These constraints make it important to ensure that
WKH OLPLWHG UHVRXUFHV RI WD[ DGPLQLVWUDWLRQV DUH WDUJHYV
In addition, agriculture is of great importance to all countries, both developed and developing,

and has a huge impact on the global economy, with multinational enterprises (MNESs) active in
agricultural production and along agricultural global value chains. Agriculture also intersects

with many other industries including chemicals, logistics, and machinery. Given the relevance and
size of the agricultural industry in the economy of many developing countries, the goal of this
guidance is to provide practical advice for tax authorities and to multinational enterprises (MNES) in
agriculture.
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This guidance commences by giving an overview
of agricultural products and the industry in
general, and then focuses on case studies of
WZR VSHFL4F DJULFXOWXUDO LQG
soybeans. The guidance provides an overview of
the two industries, discussing their global value
chains and key value drivers. Practical issues
relating to transaction delineation, comparability
analysis, and the application of TP methods in the
agriculture industry are addressed, followed by
example designed to illustrate these issues.

Four appendices provide additional context.

Appendix 1 includes a list of abbreviations used

in this guidance. Appendices 2 and 3 provide

statistics on agricultural production, sales and
international trade. Appendix 4 lists potential
TXHVWLRQV WKDW FDQ EH DVNHG
for a functional analysis of agricultural producers.

It should be noted that the analysis contained in
WKLV GRFXPHQW PD\ QRW UH5HFW
VSHFL4F WR DOO FRXQWULHV EXV
systematic approach by describing the most

pertinent features with regards to agricultural

products and related TP issues. It is important to
highlight that the United Nations Practical Manual

on Transfer Pricing for Developing Countries

(“the UN TP Manual”) in its most recent version

is applicable to the agriculture industry and the

guidance provided in this document is based on,

and should be read in conjunction with, the most

recent version of the UN TP Manual. References in

this document are to the 2021 UN TP Manual.

Executive summary for interstitial guidance
on TP in the pharmaceutical industry

This guidance was prepared in response to the
need, often expressed by developing countries, for
practical guidance in applying the arm’s length
principle to the pharmaceutical industry. All tax
administrations, but particularly those from
developing countries, face resource and capacity

GRAPHENE ECONOMICS TP REPORT 2024




constraints in a specialised area such as TP. These constraints make it important to ensure that

WKH OLPLWHG UHVRXUFHV RI WD[ DGPLQLVWUDWLRQV DUH WDUJHYV
In addition, given the importance of the pharmaceutical industry to all countries the goal of this

guidance is to provide practical advice for tax authorities and to multinational enterprises (MNES) in

the pharmaceutical industry.

This guidance commences by describing the global value chain of the pharmaceutical industry, its
value drivers and business models. The application of TP analysis to the pharmaceutical industry is
the discussed. Practical issues relating to the delineation of the transaction and the comparability
analysis are addressed. The document then provides several examples.

Two appendices provide additional context. A list of the abbreviations used in this guidance

is attached as Appendix 1 and a glossary of key terms is attached as Appendix 2. Appendix 3
IRUWKFRPLQJ OLVWYV SRWHQWLDO TXHVWLRQV WKDW FDQ EH DVN

analysis in the pharmaceutical industry.

"W VKRXOG EH QRWHG WKDW WKH DQDO\VLYVY FRQWDLQHG LQ WKLV
present in all countries, but instead takes a systematic approach of describing the most pertinent
features of the pharmaceutical industry and related TP issues.

It is important to highlight that the United Nations Practical Manual on Transfer Pricing for
Developing Countries (“the UN TP Manual”) in its most recent version is applicable to the
pharmaceutical industry and the guidance provided in this document is based on, and should be
read in conjunction with, the UN TP Manual.

South Africa: Pillar 2 Global Minimum Tax Bill
adopted

On 30 October 2024, the South African National Treasury has published the 2024 Medium
Term Budget Policy Statement, along with the related bills. This includes, among others, the
Global Minimum Tax Bill and the Global Minimum Tax Administration Bill, which provide for
the introduction of the Pillar 2 Global Anti-Base Erosion (GIoBE) Rules in South Africa.

The Global Minimum Tax Bill is aimed at implementing the GloBE Model Rules in South Africa

to enable South Africa to impose a multinational top-up tax at a rate of 15 per cent on the

SUR4WV RI LQ VFRSH PXOWLQDWLRQDO HQWHUSULVH JURXSV 7KH
Bill is aimed at the administration of the Draft Global Minimum Tax Bill.

6RXWK $IULFD V LPSOHPHQWDWLRQ RI WKH UXOHV LQFOXGHYV DQ -
OLQLPXP 7RS XS 7D -W GRHV QRW LQFOXGH DQ 8QGHUWD[HG 3D\P
the legislation will be deemed to have come into operation on 1 January 2024 and apply to

4VFDO \HDUV EHJLQQLQJ RQ RU DIWHU WKDW GDWH
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Conclusion

Looking ahead to 2025, MNEs should adopt proactive strategies to navigate shifting TP
dynamics.

TP and related issues will remain a priority for revenue authorities across Africa, while

the tax function within organisations increasingly takes centre stage in managing and

mitigating business risks. The growing emphasis on data collection and management will

GULYH RUJDQLVDWLRQV WR IRFXV RQ 4QHU OHYHOV RI GHWDLO &fF
information-sharing processes are expected to evolve to align with changing regulatory

requirements.

The trend of rising TP disputes and controversies shows no signs of abating. MNEs that
elevate TP matters to their CFO or board of directors will be better equipped to respond
SURDFWLYHO\ WR WKLY FRPSOH[ HQYLURQPHQW DQG DGGUHVV XQt

Our recommendations to MNESs include:

In summary, navigating the evolving cross-border taxation landscape in 2025 will require
MNEs to adopt a forward-looking and adaptable approach. Should you require help with
navigating this landscape, please consider getting in touch with Graphene Economics.

We are with you at every point of the cross-border transactions journey, from planning to
implementation and support.
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Gprheqe :. Contact details
E co n o m I c S If you would like to discuss African cross-border tax

Transfer Pricing Advisory developments and their potential impact on your organisation

or industry, please contact Graphene Economics.

Website: grapheneeconomics.com

Telephone: (+27) 010 534 6409

Email Address: graphene@grapheneeconomics.com

2]FH $GGUHVV %ORFN ( +XUOLQJKDP 2]FH 3D
Woodlands Avenue, Sandton, 2196




