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Transfer Pricing

// and profit shifting
Intra-Group
Manufacturer Transaction Distribution Subsidiary
Country A N Country B
Costs = 100 2 Resale Price = 300
Group Profit Transfer Price Profit A Gross Profit B
200 1507 50 150
200 2007 100 100
200 2507 150 50
200 3007 200 0
200 3507 250 -50
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Transfer Pricing
// and profit shifting

Intra-Group

Manufacturer Transaction Distribution Subsidiary
Country A Country B
Costs = 100 Transfer Price Resale Price = 300
300
ProfitA = 200 ProfitB =0 Total = 200
Tax 10% = 20 Tax 30% =0 Total = 20

Position as filed by taxpayer
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Transfer Pricing Adjustment and
Economic Double Taxation

Manufacturer Intra-Group Distribution Subsidiary
Country A Transaction Country B

Costs = 100 Transfer Price 300 Resale Price = 300
ProfitA = 200 ProfitB =20 Total = 200
Tax 10% = 20 Tax 30% =0 Total = 20

Transfer Pricing Adjustment by B (50)
250
Tax 10% = 20 Tax 30% = 15 Total =
Profit doubly taxed = 50 ‘
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Elimination of Double Taxation

// by Corresponding Adjustment

Manufacturer 'Ilqgi-s(aagggﬁ Distribution Subsidiary
Country A . Country B
Costs = 100 Transfer Price 300 Resale Price = 300
Profit A reported = 200 Profit B adj. = +50 Total = 250
Tax 10% = 20 Tax 30% = 15 Total= 35

Corresponding adjustment-by A (-50)

Profit A reported = 200
Corr. adjustment -50 .
Profit A adjusted _= 150 Profit B adj. = 50 Total = 200

Tax 10% =.'_'____15_ Tax 30% =15 Total = 30
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» Risk analysis framework for TP

1. Identify risks

3. Functional analysis

4() Does  SNCUM Tesi 4(ii) based
conduct follow
on conduct
contract?

5. Allocate to party with

4(ii) Control & control & financial

capacity

financial capacity?
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Life science sector risk assessment framework

mHigh Risk m@MediumRisk 0 Low Risk

EBIT Margin %

Category 1 Category 2 Category 3

High Risk Below 3.6% Below 5.5% Below 7%
Medium Risk Between 3.6%-5.1% Between 5.5% -8.9% Between 7% - 10%

Low Risk Above 5.1% Above 8.9% Above 10%
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ICT sector risk assessment framework

B High Risk @ Medium Risk O Low Risk

90 — —

80 — —

70 — =

680 — —

50 — ; —

EBIT Margin %

4.0
30
20
10

0.0

Category 1 Category 2

High risk Below 3.5% Below 4.1%
Medium risk Between 3.5% -4.1%  Between 4.1% - 5.4%
Low risk Above 4.1% Above 5.4%
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EBIT Margin %
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1.0 -
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nghrlsk S Gy P P
Medium risk Between 2%-4.3%
P L o SR SRR B ot U s
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General distributors risk
assessment framework
E High risk @Medium risk @ Llow risk
A
90 +— el
8.0
7.0 1+ —
]
= 60
[
§ 50 -
E 40
30 — -
20
0.0
High risk Below 2.1%
Medium risk Between 2.1%- 5.3%
Low risk Above 5.3%
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