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LIBERTA INCOME TAX TRANSFER PRICING REGULATIONS 2016

1 PREAMBLE

“WHEREAS, Part VII of the Transitional Provisions @ the Liberia Revenue
Authority (LRA) Act of 2013, Section- 38(1), Repeals and consequential
Amendments, transferred the administrative and operational powers and duties

the code a331gns to- the Minister or Deputy Minister to the Comrmissioner
General.

WHEREAS section 21 of the LRA Act of 2013, outllnes the responsibilities of the
Commissioner General including inter alia:- )

a. Ensure the effective and fair interpretation, application and implementation
of the Code;
b. Ensure the proper and diligent implementation of this Act.

WHEREAS, Section 8(1) of the LRA Act of 2013 authorizes, the Authority to
discharge its functions under Act and grants the Authority power to take
necessary action to accomphsh those functions in the manner and using the
methods permitted under the code and other law S;

Whereas, the pitmsry function of t}“ LRA pursuant to Section 7{1)of the LRA Act
of 2013 is to itrunsparently, equi Tt:u y and fairly administer collection of

national reveriues and 10 ensure ’C“L" fjﬁp{:*&‘it ot L“‘“ amnunts assessed and

TA,

collected into t‘ne"Consolidated Fund,

1 law, the Government of Liberia through the

- Income Tax Transfer Pricing regulations.

2 LEGAL BASIS :

This Regulation applies to, inter alia, Section 211 which provides that “In any
transaction or arrangement between persons who are related persons within the
- meaning of Section 208, the Minister may distribute, apportion, or allocate
amounts to be included or deducted in calculating income and credits granted
‘under this Part between the persons, or determine the source of i income, as is
necessary to reflect the taxable income or tax payable which would have arisen
for the persons if the arrangement had been conducted at arm’s length”. This
transfer pricing regulation is intended to ensure that transactions between
related parties are conducted at arm’s length consistent with Section 211 of the
Code.
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LIBERIA INCOME TAX TRANSFER PRICING REGULATIONS 2016

PURSUANT to the powers conferred upon the Minister by Section 211 of the
Liberia Revenue Code, these Transfer Pricing Regulatxons are 1ssued and take
effect on the O1st Day of July 2016 ‘

3 PART I-PRELIMINARY

3.1 Title and effective Date
These Regulations may be cited as the Liberia Income Tax Transfer Pncmg
Regulations 2016, and shall come into effect on July 1, 2016.

3.2 Introduction

a) The term Transfer Pricing (TP} means the prices at which an enterprise
transfers physical goods and 1ntang1ble property .or provides services to a
related enterprise.

o
S

The transfer prices adopted by Multinational Enterprises (MNEs) for
ransactions betweernr their affiliates have a direct bearing on their income,
ses and therefore the taxable income in each of the jurisdictions they

8
|
[
A
L
L
.
E
L

operate in. If a value that is not in accordance with the arm’s length principle :

i3 paid for the transfer of goods o services between related persons, the

mcome -or expense repoited in the respective, juri dct_ons may not be .

cunsistent with their relative sconomic contributions. This distortion will s

affect the tax revenues of thie respeclive tax jurisdiction(s) in which they

¢} Over the years, there ha hecp T:mflce e increase in volume and complexity

expens:

itional trade and commerce in Liberia. A Large proportlon of this
ira.terna tional activity is carried on between members of Multinational
Enterprises. As the globalization of business activity continues to accelerate,
protecting the Liberian tax base is vital fOI"VVf/ch_h creation and socio-
economic development. o :

d) Additionally, the existence of tax concessions, exemptions and incentives
granted to or claimed by certain companies operating in Liberia have the
tendency for related persons in° these areas to enter into domestic
arrangements or transactions which may be calculated to lower the total tax
payable on the income of such persons.

& +231.880.874.339 l+231.776.874.339
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LIBERIA INCOME TAX TRANSFER PRICING REGULATIONS 2016

e) Itis, therefore, critical to institute measures to prevent profit shlftlng through

transfer pr1c1ng abuse and manipulation that results in an allocation of profit -

to taxable persons in Liberia that denarts from the arm’s length prm ciple.

3.3 Purpose of the Regulations
These Regulations apply to the provisions of:-

a) Section 10 (cc) of the Liberia Revenue Code 2000 as Amended 2011

b) Section 18 of the Liberia Revenue Code 2000 as Amended 2011

c¢) Sections 56, 207, 208,209 and 210 of the leerla Revenue Code 2000 as
Amended 2011

d) Sections 603 (C) and 620 of the Liberia Revenue Code 2000 as Amended
2011 _

e) Sections 703 (g) and 713 of the Liberia Revenue Code 2000 as Amended
2011

3.4  Objective of the Regulations

2} Ensure that Liberia is able to tax on an appropriate taxable basis -

corresponding to the economic activities dx,pioved by taxable persons 11‘
Liberia, inchuding in their transactions and dealings with related partie '

s} mer‘e the Liberian authorities the tocls to Gght tax avoidance through over
T

or underpricing ¢ co 1*Fd transsctionis between related parties;

2

o) Reduce the risk of e conomle double taxation;

d) Provide a level playing field between multinational  enterprises and

independent Enterprises doing business within Liberia; and

" e) Provide taxable persons with certainty of transfer pricing treatment in Liberia.

3.5 Scope of the Regulations
a) These Regulations shall apply to controlled transactlons carried on 1n a
manner not con81stent with the arm'‘s length pnn01p1e and includes:

(i) Sale and purchase of goods and services;

(ii) Sales, purchase or lease of tangible assets;-

]
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LIBERIA INCOME TAX TRANSFER PRICING REGULATIONS 2016
(iii)Transfer, pur'clflaseZ license or use of intangible assets;

' (iv)The provision of management, technical and/ or other intra group
' services; ' h
(v) Lending or borrowing of money;

+ : .

(vi) Manufacturing and distribution arrangement; and

(vi)  Any transaction which may affect profit and loss or any other matter
inéidental to, connected with, or pertaining to the transactions referred to

n (i) to (vi) of this regulation. -
b) For purposes of applymg these Regula‘uons Pcrmanent Establishments
' (—PEsl) are treated as separate entities, and any transaction between a
Permanent Establishment (—PEI) and its head office or other related taxable
persons shall be considered to be a controlled transaction. '

c) These Regulations s hah be a kpphpd in a manner consistent with the arm’s
iength principle i Arta 2 of the OECD Model Tax Conwvention on Income
;‘J ations Model Tax Converition in place at the time

ion is condu =€’j, as elaborated in the lates

r—#

g Guidelines for Multinational Enterprises
al f’.hf: time-the relevant controlled

ase of any inconsistency between these Regulations and Article

1S
9 of the {3'fC@D' Model Tax Convention on Income and Capital; the United
Nations Model Tax Convention and the OECD Transfer Pricing Guidelines for
Multinational Enterprises and Tax Administrations, these Regulations as well
statutes of similar nature enshrined in the Liberia Revenue Code shall

3.6 Interpretation

In these Regulations, unless the context otherwise requires —

“Arm’s length principle” in relation to a related party transaction, is the principle
where the results of the transaction are consistent with the results that would
have been realized in a transaction between unrelated persons dealing under the
same conditions;

¢
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_LIBERIA INCOME TAX TRANSFER PRICING REGULATIONS 2016 A

. g - - |

; 5 5 . . ) . . . |
“Commissioner” means the Commissioner General of Liberia Revenue Authority ;

pricing method to a controlled transaction, means an uncontrolled transaction

f‘fLMparable uncontrolled transaction” in relatlon to the apphcatlon of a transfer -
|
that meets the comparability conditions contained in Regulation 4.1 |

“Caontrolled transaction” means a transaction between related persons;

“Cost plus method” means comparing the mark up on the costs directly and
indirectly incurred in the supply of property or services in a controlled
transaction with the mark up on those costs directly or indirectly incurred in the
supply of property or services in a comparable uncontrolled transaction;

“Financial indicator” means— r

(i) in relation to the comparable uncontrolled price method, the price; j

(i) in relation to the cost plus method, the mark up on costs;

(iii)in relation to the resale price method, the resale margin;

(iv)in relation to the transaction net margin method, the net profit margin; or

{v) in relation to the transactional profit split method, the division of profit and-
loss; i - : ;

other method approve )

: i;iidicatqr approved in Vm;';.tiz;g T tgje f rmissioner.

{vi)in relation to =
another financ

L

“Permanent establishment” has a meaning giver: to it in sect Aon 803 of the Liberia
Revenue Code.

£

“Related perscn” I

’l.a

s the meaning given to it in section 208 of the Liberia

Revenue Code of Z"”\OL‘.} as amended;

+

“Resale price method” means comparing the resale margin that a purchaser of
property in a controlled transaction ecarns from reselhng the- property in an ' ;
uncontrolled transaction with the resale margin that is earned in a comparable
uncontrolled purchase and resale transaction;

“Transactional net margin method” means compaﬁng the net profit margin
relative to the appropriate base including costs, sales or assets that a person i
achieves in a controlled transaction with the net profit margin relative to the
same basis achieved in a comparable uncontrolled transaction;'

“Transactional profit split method” means comparing the division of profit and

loss that a person achieves in a controlled transaction with the division of profit ‘
and loss that would be achieved when participating in a comparable uncontrolled [
transaction; : '
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LIBERIA INCOME TAX TRANSFER PRICING REGULATIONS 2016

“Transfer pricing method” means—-

(i) The comparable uncentrolled price method;
(ii) The cost plus method;
(iii)The resale price method; _
(iv)The transaction net margin method '
(v) The transactional profit split method; or
(vi) Any other method approved in writing by the Commissioner
“Uncontrolled transaction” means a transaction that is not a controlled

transaction.

4 PART II- TRANSFER PRICING METHODS AI.\ID PRINCIPLES OF
COMPARABILITY

4.1 Principles of Comparability

a) LomparablL 7is an important elernent in applying the arm’s length principle.
Arm’s 1Pngth methods are based on the concept of comparing the prices or
gins achieved by related persons in their dealings to those that would b
hieved by 11’1(:1@?«:@1’1.(1’% ¢ persons for the same or similar dealings in the same
omparisons to be useful, the economically

=
&i
o

ff")
et
)
o

n order for
i ations  being compared must be

comparable. , S :

41 uncontrolled transaction is com para ‘hie to a controlled transaction within

tne meaning of the arm’s length urm(*p e when:

(i) There are no significant differences between them that could materially -
affect the financial indicator being examined under the appropriate

transfer pricing method, or

If such differences exist, a reasoaably ‘accurate comparability
adjustment is made to the relevant financial indicator of the
uncontrolled transaction in order to eliminate the effects of such

differences on the comparison.

st

(ii

¢) To determine whether two or more transactions are comparable, the following
factors shall be considered to the extent that they are economically relevant
to the facts and circumstances of the transactions:

S

+231.880.874.339 |+ 231.776.874.339
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LIBERIA INCOME TAX TRANSFER PRICING REGULATIONS 2016

(i) The characteristics of the goods, property or services transferred and or

received ' R )

“ (i) The relative importance of the functions performed by the parties to the

transactions with respect to those transactions, taking into account assets
used and risks assumed;

(iifyThe contractual terms and conditions of the transactions;

(iv)The economic and market eircumstances in the transactions take place
including whether the market is geographically different; and

(v) The business strategies pursued by the parties to the transactions in
relation to those transactions.

d) In determining whether two or more transactions are comparable, the
allocation of risk in the controlled transaction should be based on the arm’s
length prinﬁ."fﬁe, and must take intc account how economically significant
risk is allocated in contracts between the parties, and which parties in fdct:
Q) bear the i "‘:’:, 5 b '

!11) perforny thx evant risk 0*‘ troi functions and risk mitigation functions;

(iii) Have the firancial capacily to assume the risk.

In cases whore the-cortractnal allocation of risk diverges from these factors,

risk must be allocated to the party that pe srforms the relevant risk control and
risk mitigation functions, and has the capacity to assume the risk.

Economically significant risks may include, but gre not limited to, financial
risks arising from extchange rate and interest rate variability; credit risk;
market risks such as input cost and price fluctuation; risks associated with
the investment in and use of property, plant and equipment; the success or

L

failure as a resuit of research and development

4.2 Transfer Pricing Methods

a) The arm’s length remuneration of a controlled transaction shall be
determined by applying the most appropriate transfer pricing method to the
circumstances of the case.
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LIBERIA INCOME TAX TRANSFA‘E'R PRICING REGULATIONS 2016

b) The most appropriate transfer pricing method shall be selected from among

the approved transfer pricing methods set out in paragraph 4.2(e), taking.

into consideration the following cntena -

.(i) the respective strengths and weaknesses of the approved methods;
(ii) the appropriateness of an approved method-in view of the nature of the
controlled transaction, determined in particular through an analysis of

‘the functions undertaken by each person in the controlled transaction, -

taking into account assets used and risks assumed;
(iii)the availability of reliable information needed to apply the selected
_transfer pricing method or other methods; and

(iv)the degree of comparability between the controlled and uncontrolled
transactions, including the reliability: of comparability adjustments, if

any, that may be required to eliminate differences between them.
¢} It shall notbe l-ecessary to apply more than one method to determine whether
the conditions of a given: controlled transaction are consistent with the arm’s

r has used an. gw’fn‘:ﬁc. transfer pricing method and the

SOLL

hat method is consistent with tL 118 reghaatjol*, the examination
3 : ‘ the taxpayer’s controlled

inciple shall be based on

e The following shall be the approved transfer pricing methods for purposes of
paragraph 4.2
(1) Comparable Uncontrolled Price (CUP) method.

(

(1) Resale Price Margin (RPM]

(iii)  Cost Plus Method(CPM)

(iv)  Transactional Net Margin Method (TNMM)
(v) Transactional Profit Method (PSM)

(v Such other method as may be approved in writing by the
Commissioner, where in view of the nature of the transactions, an arm’s
length price cannot be determined appropriately using one of the other
methods contained in this Regulation.

+231.880.874.339 }"231-776-374—339
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LIBERIA INCOME TAX TRANSFER PRICING REGULATIOi‘IS 2016

f) A person may apply to the Commissioner in writing of his/her_ 1ntent10n to

a)

apply a transfer prlcmg method other than the approved methods contamed

(i) None of the methods can be reasonably applied to determine arm’s
' length conditions for the controlled transaction; and

(i1) Such other method yields a result consistent with that which would be
achieved by independent persons engaging in comparable uncontrolled
transactions under comparable circumstances.

(iil) The taxpayers asserting the use of a methoa’ other than an approved
method shall bear the burden of demonstrating that the requirements
listed above have been met.

For avoidance of doubt, no person shall be permitted to use a Transfer Pricing

methiod other than the methods listed in sub regulation 4.1(e) (i) - 4.1(€) (v)
without the wrirsn express authority of the Commissioner.

. Person 1y appily 1w
esteblish an appropriate sct of critetia for determining

oricing agre
whether the persca has complied with the arads length principle for certain
future controbivd frausactions to be undertaken by the porson as provided for
1R

ander Sectivn 18. and Sections 602 {¢} and 703 (d) of the Liberia Revenue

Code.

PART UI- ARM’S LENGTH PRINCIPLE AND ARM’S LENGTH RANGE

.1 Arm’s Length Prmmple and Arm’s Length Rande

Where a person engages in one or more commercial or financial transactions
with a related person, such person shall determine the amount of its taxable
profits in a manner that is consistent with the arm’s length principle. Such
transactions between related persons should, not be distorted by special
relationship that exists between the parties.
Where the application of the most appropriate method identifies a number of
comparable uncontrolled transactions which are all equally comparable to
the relevant controiled transaction, then the financial results derived from

{i"f?'.;g to the Commissioner to crter into an advaree -

LRA : Y +231.880.874339}231.776.874339
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LIBERIA INCOME TAX TRANSFER PRICING REGULATIONS 2016

those uncontrolled transactions, expressed in terms of the relevant financial :

indicator, shall constltute an arm’s length range, provided that the h1ghest
point in the range is no more than 25% greater than the lowest point in the

range.

c) Where the application of the most appropriate method identifies a number of
comparable uncontrolled transactioms, giving rise to a range of financial
results expressed in terms of the relevant financial indicator, and the degree
of comparability of each of the uncontrolled transactions to the controlled
transaction, and to each other, is uncertain, or the highest point in the range
exceeds 25% of the lowest point in the range, a statistical approach shall be
used. Where such an approach is used, the interquartile range shall be
considered to be an arm’s length range. '

dy W here the relevant financial indicator resulting from a transaction:between
related ent f’rpmses falls outside the arm’s Jength range, then the taxable profit

41 1 i

the arm’s length range.

‘s Corabined Controlled Transactions

ol T s daraTesTs £t 3 A e 4 e N T o st b= v <
ar 1l a taxpayer caz snder the same or similar circurn s*arce‘ two ot

more controlied fransactions with the same related person that -are

cconomically and closely linked to one another, or that form a continuun
Iy he analvzed separately, those transactions mey

e ® ™ <

iy perform the comparability anatysis set
<

P

e
(i} apply the transfer pricing methods ﬁs‘aﬁed above
5.3 Services between related persons

a) A service charge between a taxpayer and a related person: shall be considered
consistent with the arm’s length principle where — .

(1) itis chargéd for & service that is actually rendered, and does not duplicate
services carried out by the taxpayer or for the taxpayer by a third party,

(i) the service provides, or when rendered was expected to provide, the
recipient with economic or commercial value to. enhance its commercial

posttion,

hah be computed on the basis that the relevant indicator is.

g WL A W b 4231.880.874339)231.776.874.339
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LIBERIA INCOME TAX TRANSFER PRICING REGULATIONS 2016

(ii1)it is charged for a service that an independent enterprlse in comparable
circumstances would have been willing to pay for if performed for it by an

(iv)independent enterprise, or would have performéd in-house for itself, and |

(v) its amount corresponds to that which would have been agreed between
independent enterprises for comparable services in comparable
circumstarmces.

b) A service charge made to a person shall not be consistent with the arm’s
length principle where it is made by a related persan in respect only of benefits
that are incidental of belonging to the same group of companies, or solely
because of the shareholder’s ownership interest in one or more other group
members, including for any of the following costs incurred or activities
undertaken by such related person -

fi) costs or activitiss relating to the suridicad structure of the Darent company

i

of the first meniioned person, such as toeetings of shareholders of the

parent, issuing ¢f shares in the Ldr‘;ﬂ“ Company and costs of the parent
company’s supervisory board;

SOTE 1 ngu:rcmen‘rs fthe parenL comparty

111-:1-:&2_:11;; the consoli d ition of report and -

{iiijCosts or activides related to” raising funds for the acquisition of
participations, unless those participations are directly or indirectly
acquired by the first-mentioned person and the acquisition benefits or is
expected to benefit h t first-mentioned persor.

c) Where it is possible to identify specific services provided by a taxpayer to a
related person, the determination whether the service charge is consistent
with the arm’s length pnnmple shall be made for each specific service,
subject to the provisions of Paragraph 5.3 (e) below.

d) Where services are rendered by a taxpayer jointly to various related persons
and it is not possible to identify specific services provided to each of them, the
total service charge shall be all ocaLed among the related persons that benefit .
or expect to benefit from the services according to reasonable allocation

LRA : i +231.880.874.339}231.776.874.339
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LIBERIA INCOME TAX TRANSFER PRICING REGULATIONS 2016

0,
g 4

criteria.

For the purpose of this sub-regulation, allocation criteria shall be viewed as
reasonable where they are based on a variable or variables that -

(i) take into account the nature of the services, the circumstances under
which they are provided and the benefits obtained or that were expected
to be obtained by the persons for which the services are intended;

(ii) relate exclusively to uncontrolled, rather than controlled, transactions;
and

(iii)Are capable of being measured _in a reasonably reliable manner.

PART IV. TRANSFER PRLCING DOCUMFNTATION ADJUSTMENTS AND
PENALTIES

5.1 Information and

*COfle tax return for tbc VT,
‘36( tion 200(cj of the libeiia

led. the CLD{:L “qema‘*v,n requirement will be

instruct:

complianc regriations.
The Commissioner shall prascrib a. transfer pricing return form for purposes
of bringing sub regulation 6.1(a) inte effect.

Any person who is eligible to file a transfer pricing return under sub
regulation 6.1(a) is required to document and keep sufficient and adequate
information and analysis to verify that their transactions with related persons
are in accordance with the relevant provisions of this Regulation.

The documentation referred to in sub regulation 6.1{c) for a year of income
shall be in place prior to the due date for filing the income tax return for that

L +231.880.874.339 l+231.776.874.339
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‘'LIBERIA INCOME TAX TRANSFER PRICING REGULATIONS 2016

year

e) The Commissioner shall have discretion to prescribe by published notice that
a person referred to in sub regulation 6.1. (a) (referred to as ‘the person’ in
this sub regulation) provide infermation including but not limited to books of
accounts and other do¢uments relating to transactions where transfer pricing
is applied. The documents referred to include a ‘Masterfile’, which shall
contain the documents described in categories (i) to (xvi) below, and a Tocal
file’ which shall contain the documents described in categor ies (xvii) to (xxxv)
below.

(1) Where the person is a company that is a member of .a group of companies,
a chart illustrating the group’s legal and ownershlp structure and geographical
location of operating entities.

(i) A general written description of the business of the group of companles to
which the person belongs (referred to as ‘the group’ in this sub regulation),
including: important drivers of business profit; a description of the supply chain
for the group’s five largest products and/ or'service offerings by turnover plus

any other proﬁ d/or services amounting to more than 5 percent of group

523

1T
turnover. T requir i i°sc*1p’uan could take the form of a chart or a diagram.

i) A list and brief description of important service arrangements between
members of the group, other than researclt and development services, including
a. description of the capabilities r:f ie Uri:ncipu locationis providing important
services and tn“ﬂs-‘-“er pricing policies for allocating services costs and

determining prices te be paid for intra-group QCI’Vl es

(ivl A description of the main geograpn ¢ markets for the group’s products and
services that are referred to in sub regulation 6.1. €) (ii).

(v) A brief written functional analysis describing the principal contributions

to value creation by individual members of the group, i.e. key functions .

performed, important risks assumed, and important assets used.

(vij A description of important business restructuring transactions
acquisitions and divestitures occurring during the fiscal year.

(viij A general description of the group’s overall strategy for the development,
ownership and exploitation of intangibles, including the location of principal
research and development facilities and location ofsresearch and development
management. '

Yoommmia Srvmroos A UTmomrTY
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LIBERIA INCOME TAX TRANSFER PRICING REGULATIONS 2016

(viii) A list of intangibles or groups of intangibles of the group that are important
for transfer pricing purposes and which entities legally own them.

(ix) A list of important agreements among the members of the group related to
intangibles, including cost contribution arrangements, principal research service
agreements and license agreements.

(x) A general description of the groups trar*sler pncmg p011c1es related to.
research and development and intangibles. .

(xi) A general description of any important transfers of interests in intangibles
among the members of the group during the fiscal year concerned, including the
entities, countries, and compensation involved.

(xii) A general description of how the group is financed, including important
financing arrangements with unrelated lenders.

(xiii) The identification of any members of the group that provide a central
financing function for the group, including the country under whose laws the
entity is organized and the place of effective management of such entities.

seneral description of the gr ap’s gen ;,J tran sfer pricing policies related -

ing arrangements between assoctated enterprises.

olidated finsncisl statement for the fiscal year

oncernied I otherwise prepared for financial reporting, regulatory, internal

brief description of the group’s existing unilateral advance

nts sAh\SE and other tax rulings relating to the allocation of -

HICOINE 8101 g countries.

{xvil} A description of the management structure of the person including a local
organization chart, and a description of the individuals to whom local
management reports and the coun try (ies) in Whlbh such individuals maintain
their principal offices.

(xviii) A detailed description of the business and business strategy pursued by
the person including an indication whether the person has been involved in or
affected by business restructurings or intangibles transfers in the present or
immediately past year and an explanatiori of those aspects of such transactions
affecting the person.

(xix) For each material category of controlled transactions in which the person
is involved, a description of the controlled transactions (e.g. procurement of

'+ +231.880.874.339}231.776.874339
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manufacturing services, purchase of goods, provision of services, loans, financial
and performance guarantees, licenses of intangibles, etc.) and the context in
which such transactions take place: '

(xx) The amount of intra-group payments and receipts for each category of
controlled transactions involving the person (i.e. payments and receipts for
products, services, royalties, interest, etc.) broken down by tax jurisdiction of the
payor or recipient. : ' ' :

(xxi) An identification of related persons involved in each category of controlled
transactions, and the relationship amongst them.

(xxii) Copies of all material intercompany agfeements'concluded by the person.

(xxiii) A detailed compal;ability and functional analysis of the person and relevant
related person with respect to each -documented category of controlled
transactions, including any changes compared to prior years.

(xxiv) An indication: of the most appropriate transfer pricing method with regard

to the category of transaction and the regsons for selecting that method.

(xxv] An indicazon of which related peracr is seiected as the tested party, if

H
Y

applicable, and o expl

anation of the reasons for this selection.

fxxvi) A summaty of the important assumptions made in applying the transfer

pricing methodology.

xvii) If relevant, an éxplanation of the rsasons for performing a multi-yeaxr
ﬂ"\d_[yclc
(xxViii) A list and description of selected comparable uncontrolle

transactions (internal or external), if any, and information: on relevant financial
indicators for independent enterprises relied on in the transfer pricing analysis,
including a descripticn of the comparable search methodology and the source of
such information. . '

(xxix) A description of any comparability adjustments performed, and an
indication of whether adjustments have been made to the results of the tested
party, the comparable uncontrolled transactions, or both.

(xxx) A description of the reasons for concluding that relevant transactions with
related persons were priced on an arm’s length basis based on the application of
the selected transfer pricing method.

LRA & +231.880.874.339}+231.776.874.339
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(xxx1) A summary of ﬁnanc1al information used in applymg the transfer pr"rcmg
methodology. " o s

(xxxii) A copy of existing unilateral and bilateral /multilateral APAs and other tax
rulings to which the Liberia Revenue Authority is not a party and which are
related to controlled transactions described above.

(xxxiii) Annual financial accounts of the -person for the fiscal year
concerned. If audited statements exist they should be supplied and if not,
existing unaudited statements should be supplied.

(xxxiv) Information and allocation schedules showing how the financial

data used in applying the transfer pricing methed may be tied to the annual.

financial statements.
(xxxv) Summary schedules of relevant financial data for comparables used in the

nalysis and the sources from which that data was obtained.

0.2 ’f‘rans;ﬁ'gzr' F‘ri{:r’mg Aum%tmuem. Corres pcndmg Adjustments and

han would he_vs been the
= than would have been
: istrments to ensure that
from the transaction or transactions

by The transfes icing adjustment under this Regulation may be made at the-

iscretion of the Commussioner where the effect of the related party
transactions do
le eria.

\'D
o

ot reflect the true taxable income of the taxpayer in

c) Corresponding Adjustments
Where —
() an adjustment is made to the taxation of a transaction or transactions

of a related taxable person by a competent authority of another country
with  which Liberia has a Double Taxation Treaty; and

. +231.880.874.339I'I'ZSI.776.874.339
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LIBERIA INCOME TAX TRANSFER PRICING REGULATIONS 2016 . | .

(ii) the adjustment results in taxation in that other country of income or
_profits that are also taxable in Liberia; the Commissioner may, upon
request by the related taxable pérson subject to tax in Liberia,
determine whether the adjustment is consistent with the arm'‘s length
principle and where it is determined to be consistent, the Commissioner
may make a corresponding adjustment to the amount of tax charged in
Liberia on the income so as to avoid double taxation.

d) The provisions of the Liberia Revenue Code relating to fraud, failure to furnish
returns/information, penalty, underpayment of tax, and offense provisions
shall apply with respect to transfer pricing.

¢) Any tax due and unpaid in a transfer pricing arrangement shall be deemed to
be additional tax for Purposes of section 211 of the Liberia Revenue Code of =
2000 as Amended 2011.

428

Any person whe fails to maintain adequate records as specified in this

regulation is fiahi= 0 the penalty stipulated under section 55(e} of the Liberia

T . e R
Revenue Code.

Signed:

Eifrieda Stewart Tamba

Commissiconer General
Liberia Revenue Authority
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