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Evolving regulation



The following countries are those which currently do not have transfer 
pricing regulation, or guidance surrounding their transfer pricing 
regulations is still evolving.

Country Answer

Armenia There are no specific transfer pricing regulations in Armenia. However, several provisions of tax 
legislation (particularly calculation of tax liabilities by the tax authority through indirect methods) are 
connected with transfer pricing.

Currently the Draft Law on transfer pricing is under the consideration of the National Assembly of 
Armenia. This is an amended Draft Law on transfer pricing as the previous Draft Law presented to the 
National Assembly in 2013 was not passed.

Aruba As of 1 January 2008 the arm’s length principle (ALP) rules have been codified in the Aruban profit tax 
ordinance. Prior to the codification only parties who were related through shareholding had to comply 
with this principle. As from the date above, if a corporate entity or individual participates, directly 
or indirectly, in the management, supervision or the capital of two or more corporate entities, the 
conditions related to all transactions between these affiliated parties should be at arm’s length. The ALP 
is applicable on all transfer pricing between affiliated companies with regard to all mutual legal relations 
(e.g. purchase prices, management fees, remunerations for services provided, royalty paid etc.).The 
conditions should be the same as they would have been if the same transaction would take place with a 
third party. 

A documentation obligation was also introduced in the profit tax ordinance. The explanatory notes on 
the bill state that for the meaning and application of the arm’s length principle and the documentation 
obligation, Organisation for Economic Co-operation and Development (OECD) Guidelines should be 
considered. The documentation obligation is not only applied to affiliated transactions after 1 January 
2008, but also on (long-term) contracts prior to this date. The documentation obligation is therefore 
applicable at the moment that a transaction takes place. The explanatory memorandum on the bill 
indicates that tax subjects should be allowed a reasonable period to produce such documentation if such 
is not present when requested. Non-compliance to the documentation obligation leads to a reversed 
burden of proof to the taxpayer.

Finally, since the OECD Guidelines are quite extensive and also considering the small scale economy 
of Aruba, it is still unclear to what extent these guidelines are to be followed. The legislature has not 
elaborated on this up to this moment.

Bahamas There are no transfer pricing regulations in Bahamas. However, Bahamas Customs does have the right to 
re-assess the declared value of imports if they believe such value is not based on commercial terms.

Belarus In the Republic of Belarus transfer pricing regulations allow the tax authorities to correct the Corporate 
Profit Tax Base in the following cases: 

•	 sale	of	immovable	property	if	the	transaction	price	deviates	downward	by	more	than	20	percent	
of its market value

•	 goods	amounting	to	more	than	60	billion	Belarusian	ruble	(BYR)	are	sold	by	Belarusian	taxpayer	to	
a foreign entity or individual and the applied price deviates from the market price by more than  
20 percent.

Botswana Botswana has no transfer pricing rules. However, in terms of the domestic law, the Commissioner 
General has the power to adjust the liability of the taxpayer where the Commissioner General has the 
opinion that a transaction, scheme or operation has not been entered into or carried out by persons 
dealing at arm’s length and has the effect of avoiding, reducing or postponing tax liability.
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Country Answer

Brunei 
Darussalam

There are currently no transfer pricing regulations in Brunei Darussalam.

Cambodia Currently, there are no Directives, Circulars or Rulings issued by the Cambodian Tax Office in respect 
of transfer pricing regulations. However, the Tax Laws (Article 18) give power to the Tax Office to re-
determine ‘related parties’ transactions. A related party relationship is one where there is a 20 percent 
or more shareholders relationship.

Article 18 of the Tax Laws states that “In the case of two or more enterprises, whether incorporated in or 
outside of the Kingdom of Cambodia, which are under common ownership, the tax administration may 
as may be necessary distribute, gross income, deductions or other benefits among such enterprises 
and their owners in order to prevent the avoidance or evasion of taxes or to clearly reflect the income of 
such enterprises, or their owners.”

Through using the power of the ’related party’ provisions, the Tax Office has adopted a very aggressive 
approach to the tax audit of related party transactions.

Cayman Islands No standing transfer pricing regulations exist.

Curaçao Curaçao obtained the autonomous status (status aparte) and became separate country within the 
Kingdom of the Netherlands on 10 October 2010.

Until new legislation is adopted, Curaçao generally maintains the former tax regulations of the 
Netherlands Antilles (which ceased to exist on 10 October 2010). Although no specific regulations have 
been introduced, transactions between related parties should be at arm’s length.

Georgia The new Tax Code of Georgia (TCG), effective as of 1 January 2011, contains a specific chapter on 
transfer pricing with rules based on the OECD arm’s length principle and OECD methods. 

The TCG states that guidance on the application of transfer pricing rules is to be issued by the 
Minister of Finance of Georgia (MOF). The TCG provides for the possibility of concluding an Advance 
Pricing Agreement (APA) with the Revenue Service to confirm the prices to be used for transfer 
pricing purposes. In December 2013, MOF issued an instruction on ’Pricing International Controlled 
Transactions’ defining transfer pricing methods and their application, comparability criteria, 
documentation requirements, information sources on arm’s length prices, procedure for application 
of arm’s length range, procedures on advance pricing agreements and other procedural issues. This 
instructions are effective from 18 December 2013.

Kazakhstan Kazakhstan has a transfer price law specifying a hierarchy of transfer pricing methodologies that 
taxpayers must use. The first instance is that the comparable uncontrolled price (CUP) method, being 
the methodology, must be used. Any other method of establishing market price can be used only if it is 
impossible to use the CUP method.

The law further stipulates that any cross-border transaction (except sales and purchases of agricultural 
goods) with a transaction price deviating from market price may be reviewed, regardless of whether it 
occurs between related parties. Cross-border sales and purchases of agricultural goods are subject to 
transfer price scrutiny only if the transaction price deviates from market price by more than 10 percent. 
The transfer price law also stipulates the rules that specify pricing of uranium, titanium and magnesium 
products. The recent updates to the law refer to the implementation of the rules on pricing of oil and gas 
products being sold under production-sharing agreements.

APAs are in principle envisaged by the law, but the tax authorities are extremely reluctant to conclude 
them.
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Country Answer

Kuwait Kuwait does not currently have formal transfer pricing regulations. However, Executive Rule No. 49 
issued by the Kuwait Tax Authority (KTA) provides that the KTA is entitled to verify that intra-group 
transactions are conducted on an arm’s length basis and not for the purpose of obtaining illegal tax 
privileges. In such a case, the intra-group transactions of related companies shall be compared in 
accordance with the arrangements between companies that are not legally or financially related. 
Furthermore, depending on the nature of the relationship between the supplier/service provider and the 
acquirer with respect to a transaction, KTA deems certain percentage of the costs or services rendered 
outside Kuwait as inadmissible. The percentage of disallowance depends on the nature of relationship 
between the foreign company and the purchaser as shown below:

•	 Material	and	equipment	cost	imported	from	abroad	is	restricted	as	per	the	following	percentages,	
according to Executive Rule No. 25 of the Kuwait Tax Law No. 2 of 2008 (Executive Rules updated 
2013):

Material imported from Maximum cost to be allowed as a Percentage of related revenue

Head office 85 percent 

Affiliates 90 percent 

Third parties 95 percent 

Source: The above information is based on Executive Rule 25 of 2008, issued by the Kuwait Tax Authority.

•	 Design and consultancy cost incurred abroad is restricted as per the following percentages 
according	to	Executive	Rule	No.	26	of	the	Kuwait	Tax	Law	No.	2	of	2008	(Executive	Rules	updated	
2013):

Engineering costs from Maximum design cost to be 
allowed as a percentage of 
related revenue

Maximum consultancy cost to 
be allowed as a percentage of 
related revenue

Head office 75 percent 70 percent 

Affiliates 80 percent 75 percent 

Third parties 85 percent 80 percent 

Source:	The	above	information	is	based	on	Executive	Rule	26	of	2008,	issued	by	the	Kuwait	Tax	Authority.

Macedonia Generally, the Macedonian tax legislation does not have explicit transfer pricing provisions regarding the 
documentation methods for the determination of transfer prices. The respective provisions are quite 
general i.e. that the tax authorities can request a taxpayer to provide information and evidence that the 
conditions under which the transfer prices are set are at arm’s length.

Transfer pricing provisions in the Macedonian Corporate Profit Tax Law stipulate revenues and/or 
expenses incurred on transactions between related parties are recognized for tax purposes at market 
prices, whereby the Law prescribes the CUP or the cost plus method (CPM) as the basis for determining 
any differences. The definition of related parties is provided in the Macedonian Trading Companies’ Law.

In addition, the Macedonian Personal Income Tax Law provides that expenses incurred between related 
parties are recognized for tax purposes up to the level of the prices which would have been agreed 
on the domestic market (i.e. the Macedonian market) or on a comparable foreign market between 
unrelated parties.
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Country Answer

Malawi Malawi has standing transfer pricing regulations under Chapter 41:01 (Taxation Act) of the laws of the 
land. The Malawi Revenue Authority (MRA) is currently enhancing their transfer pricing practice with an 
initial focus on the sugar and tobacco industry and also the manufacturing industry.

Provision of information to the Commissioner General

The Malawi Government enacted the regulations governing transactions that involve transfer pricing in 
2009.

Although the regulations were approved in the 2009 financial year, the regulations only came into use 
(now known as Taxation Transfer Pricing Regulations 2009) after being gazetted in the Government 
Official Gazette. The MRA will be guided by the regulations when dealing with transfer pricing tax issues.

The regulations:

•	 provide	guidelines	to	be	applied	by	enterprises	in	determining	the	arm’s	length	prices	of	goods	
and services in transactions involving them

•	 provide	administrative	rules,	including	the	types	of	records	and	documents	to	be	submitted	to	the	
Commissioner General by the person involved in transfer pricing arrangements.

These regulations are applicable to:

•	 transactions	between	associated	enterprises	within	a	multinational	company	where	one	company	
is a Malawi taxpayer

•	 transactions	between	a	permanent	establishment	and	its	head	office	or	related	branches	in	
Malawi and in that case the permanent establishment will be treated as a distinct and separate 
enterprise from its head office and related branches.

The transactions subjected to the adjustment of prices under these regulations shall include:

•	 the	sale	or	purchase	of	goods

•	 the	sale,	purchase	or	lease	of	tangible	assets

•	 the	transfer,	purchase	or	use	of	intangible	assets

•	 the	provision	of	services

•	 the	lending	or	borrowing	of	money

•	 any	other	transactions	which	may	affect	the	profit	or	loss	of	the	enterprise	involved.

A taxpayer may choose a method to employ in determining the arm’s length pricing provided the 
methods used comply with Section 127A of the Taxation Act and such methods are appropriate for the 
enterprise having regard to the nature of transaction, class of transaction or class of the related persons 
or function performed by such persons in relation to the transaction.

Taxpayer may choose among the following:

•	 the	CUP	method

•	 the	RP	method

•	 the	CP	method

•	 the	profit	split	method

•	 the	transactional	net	margin	method	(TNMM)

•	 any	such	other	method	as	may	be	prescribed	by	the	Commissioner	General	form	time	to	time	
when computing acceptable prices in view of the transfer pricing regulations currently in use.

The Commissioner General may, where necessary, request the person, to whom these regulations 
apply to provide information, including books of accounts and other documents relating to transactions 
where transfer pricing is applied.
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Country Answer

Mauritius No transfer pricing regulations in Mauritius. Transactions between related parties should be at arm’s 
length.

Saint Maarten Saint Maarten obtained the autonomous status (status aparte) and became a separate country within 
the Kingdom of the Netherlands on 10 October 2010.

Until new legislation is adopted, St. Martin generally maintains the former tax regulations of the 
Netherlands Antilles (which ceased to exist on 10 October 2010). Although no specific regulations have 
been introduced, transactions between related parties should be at arm’s length.

Trinidad and 
Tobago

Currently, there are no transfer pricing regulations in Trinidad and Tobago.

However, the Income Tax Act provides that where the Board of Inland Revenue is of the opinion that any 
transaction which reduces or would reduce the amount of tax payable by a person is artificial or fictitious, 
the Board may disregard such transaction and the person concerned shall be assessable accordingly.

Furthermore, the government recently indicated it would be introducing a transfer pricing regime based 
on the principles embodied in the OECD Guidelines.

United Arab 
Emirates

There are currently no transfer pricing regulations applicable in the UAE.

Zimbabwe For all trading transactions, there is general anti-avoidance legislation that the Commissioner could use if 
transactions do not occur at arm’s length.
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