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Transfer Pricing:
how we can help you

Specialized transfer pricing
legislation exists in Kazakhstan
since 2001. The current version
of the Law on Transfer Pricing
Ne67- IV 3PK is in effect since
2009 (the “TP Law™).

Scope of transfer pricing regulations

Transfer pricing rules apply to
crossbhorder and, under certain
circumstances, domestic transactions
linked to crossborder transactions.

In practice, transfer pricing audits in
Kazakhstan generally cover not only
intra-group transactions, but all
crossborder transactions, since the
rules permit tax authorities to claim a
relationship between parties in case the
tax authorities suspect deviation of a
transaction price from market prices.

The arm’s length principle

Basically, the TP Law includes a
concept of the arm’s-length principle,
but its use is not sufficiently clear
considering that transactions can be
challenged regardless of the
relationship between transactions’
parties. In fact, there have been
numerous transfer pricing audits in
Kazakhstan where tax authorities
imposed tax assessments in respect of
unrelated-party transactions.

Transfer pricing methods

Similar to the OECD’s Transfer Pricing
Guidelines for Multinational Enterprises
and Tax Administrations (“OECD
Guidelines”), the TP Law provides for
the five methods for transfer pricing

analysis, but their use should be
according to the following hierarchy:

e Comparable uncontrolled price
(“CUP”) method;

*  Cost plus method;

* Resale price method;

*  Profit split method;

* Transactional net margin method;

Guidance on application of these
methods in the TP Law is very limited,
except for the CUP method that is
described in detail and is widely applied
by the tax authorities in Kazakhstan.

“Three-tiered” Transfer Pricing
documentation

According to the amendments
introduced in December 2017,
multinational enterprise groups (“MNE
Group(s)”) conducting business in
Kazakhstan are obliged under certain
conditions to file a notification of the
participation in an MNE Group on an
annual basis and the following
documents with the Kazakhstan tax
authorities:

* a Country-by-Country Report
(applied retrospectively from 1
January 2016);

* a Master file (applies from 1
January 2019);

* alocalfile (applies from 1 January
2019).

Transfer pricing documentation and
monitoring requirements

Transfer pricing documentation should
be maintained for all transactions
subject to transfer pricing rules and
should be presented to the tax
authorities upon their request in Kazakh
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or Russian language.

300 largest taxpayers are additionally
required to submit to the tax authorities
transfer pricing monitoring reports on
an annual basis relative to certain types
of transactions. Monitoring reports
should be prepared using a prescribed
tabular format disclosing detailed data
on a transaction-by-transaction basis
and information that is more common
for transfer pricing documentation.

The use of global/regional transfer
pricing documentation

In certain aspects, Kazakhstan transfer
pricing rules significantly depart from
the key principles outlined in the OECD
Guidelines.

Key deviations, inter alia, relate to
application of the transfer pricing
methods. In particular, the TP Law
stipulates preference for external
comparables over internal
comparables, establishes very detailed
and restrictive rules for application of
the CUP method and contains
insufficient guidance for application of
the methods testing profitability. That is
why tailoring of global/regional transfer
pricing documentation for Kazakhstan
purposes is required.

Statute of limitation

Starting from 1 January 2020, a general
statute of limitation for tax purposes in
Kazakhstan is three or five years,
depending on the size of the business.
But relative to transfer pricing audits,
this period can be extended to seven
years in case of the initiation of a tax
audit.



Our services

* Prepare / localize / update transfer pricing
documentation for all types of transactions

* Prepare benchmarking studies for prices, profitability

* margins, interest rates, royalty

* Prepare monitoring reports, Local File, CbCR and
Master File

» Diagnostics of transfer pricing risks

» Develop transfer pricing policies and procedures, train
in-house specialists

» Assist with transfer pricing matters ad-hoc

KoHTakTbI

Michael Ahern
Partner
michael.ahern@pwc.com

Dana Tokmurzina
Partner
dana.tokmurzina@pwc.com

BeH MNuTtepceH
Senior Manager

- ben.pietersen@pwc.com

© 2020 PwC. All rights reserved.

Structure your business in a tax efficient way
Align transfer pricing with your business model
Transform supply chain

Attribute profit to a permanent establishment
appropriately

Develop defense strategy and argumentation

Support during tax audits and coordinate positions with
tax authorities

Draft appeals and resolve disputes in court

Assist with advance pricing agreements and mutual
agreement procedures
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