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Introduction

The African Tax Administration
Forum (ATAF) launched its
“Toolkit for Transfer Pricing
Risk Assessment in the African
Mining Industry” at the recently
concluded International
Conference on Tax in Africa
(ICTA) which took place in Abuja
from 26 - 28 September 2017.

The conference provided an
avenue for the Forum’s 38
member countries to discuss
strategies for building stronger
tax regimes across Africa.

The Transfer Pricing Risk
Assessment Toolkit

The toolkit was developed by
ATAF and the German Federal
Ministry for Economic
Cooperation and Development in

order to assist African Tax
authorities identify and audit
specific high risk related party
transactions.

Although the toolkit is targeted
at transfer pricing (TP) risk
assessment in the mining
industry/resource-rich
countries, it focuses on
transactions that are common in
many industries.

Specifically, the toolkit gives tax
administrations a step-by-step
guide on how to review TP risks
associated with related party
transactions involving:

 marketing arrangements;
 intercompany financing;
 procurement services; and
 management services.

The toolkit acknowledges that
African Tax authorities
experience data constraints in
obtaining benchmark prices for
related party transactions. It
recommends free publications
and subscription databases
which ATAF members can
subscribe to.

In addition, the toolkit provides
recommendations on how ATAF
members may obtain
information from foreign
jurisdictions in order to identify
mispricing of related party
transactions. These include:

 participating in the OECD’s
automatic exchange of
information (AEOI)
program;

 joining the African
Agreement on Mutual
Assistance in Tax Matters;

 legislate for taxpayers to
maintain master files
(containing information on
all group members) and local
files (information on all
transactions in local
jurisdictions); and

 assign burden of proof in TP
cases to taxpayers, not tax
authorities.

In addition to the risk
assessment toolkit, ATAF also
published an Excel based risk
model which can help tax
authorities identify and flag
potential cases for TP audit. The
risk model assigns scores to
taxpayers based on risk factors
and ranks them as low, average
or high risk audit targets, where
certain pre-determined
thresholds are crossed.

The takeaway

ATAF continues to play an active
role in driving TP initiatives
across Africa. Nigeria, being the
current head of ATAF, has been
active in implementing the
various initiatives.

Recent experience suggests that
the Federal Inland Revenue
Service (FIRS) is already using a
step-by-step framework similar
to that provided in the toolkit for
its TP risk assessment and TP
audit selection.

For taxpayers, the toolkit (which
is available online) can provide a
useful indication of how their TP
affairs will be evaluated by the
tax authorities. Taxpayers should
be proactive and take advantage
of the guidance provided in the
toolkit to perform a self-review.
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