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MANAGING TRANSFER PRICING AUDITS
IN GHANA: STRATEGIES FOREFFECTIVE
RISKMANAGEMENT

Navigating the ever-evolving landscape of Transfer Pricing (“TP”) in
Ghana is no easy feat for multinational enterprises (MNEs). As the Ghana

VALUE ADDED TAX’ SEPTEMBER - GHANA Revenue Authority (GRA) continues to step up its scrutiny of cross-border
REVENUE AUTHORITY - 30th OCTOBER, transactions, MNEs face increased pressure to demonstrate compliance

2024 with transfer pricing regulations. Whether you are a seasoned executive
or a tax professional, understanding how to effectively manage transfer
pricing audits is essential to staying on the right side of the law and minimising
risk. This article explores the challenges MNEs face during these audits

TIER1 PENSIONS. OCTOBER - SOCIAL anc_i prpyides some practical, effective strategies for mitigating risk while
SECURITY ANDNATIONAL INSURANCE [ 3 _
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Ghana's TP regulations are primarily governed by the Income Tax Act,
2015 (Act 896) and the Transfer Pricing Regulations, 2020 (L.l. 2412).
Essentially, the GRA wants to ensure that all cross-border transactions within

PAY AS YOU EARN(PAYE), OCTOBER - multinational groups are priced as though they were between unrelated,

GHANA REVENUE AUTHORITY - 15th independent parties, foIIowing thearm’s Iength principle.

NOVEMBER, 2024. It is important to note that the Commissioner-General has significant
powers in conducting TP audits. Upon receiving a transfer pricing return,
the Commissioner-General can review amounts charged or credited in the
financial statements to assess whether they fall within the arm’s length range.

WITHHOLDING TAX. OCTOBER - GHANA Moreover, the Commissioner-General can initiate a TP audit even if a person

has not filed an income return. In cases of debt financing between related
REVENUE AUTHORITY -15th NOVEMBER, parties, the Commissioner-General may re-characterize the arrangement
2024. as equity financing after evaluating factors such as repayment terms, interest
obligations, enforcement rights, lender status, financial covenants, and the
borrower’s ability to obtain aloan from unrelated parties.

UPCOMING DEADLINES

Businesses operating in Ghana must align their practices with the domestic
regulations, which can sometimes prove challenging. The GRA’s focus on
high-risk industries such as telecommunications, financial services, and
the extractive sector has raised the stakes for companies operating in

ALL DOCUMENTS ARE these areas. Non-compliance can result in severe penalties, substantial tax
adjustments, and the dreaded reputational damage that no business can
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Key Challenges
SCAN ME Facing a transfer pricing audit in Ghana can feel like walking through a

maze, with several potential pitfalls along the way. Here are some of the key
challenges companies encounter:

JE—
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: + Inadequate Documentation: The GRA demands comprehensive
- documentation that justifies the pricing of intercompany transactions.
Inadequate orincomplete documentation oftenleads to tax adjustments,

leaving companies vulnerable to hefty fines.

 Arm’s Length Principle Compliance: Ensuring that all related-party
transactions meet the arm’s length standard can be tricky, particularly
when there’s limited comparable data for unique transactions. For
example, Valuing intangibles like intellectual property or brand value.

www.limaghana.com



THE LIMA DIGEST

* Ak
OCTOBER 2024 /VOL. 20 *i.IM*A PARTNERS
° AggreSSiVe AUdlt TaCthS The GRA haS been ramplng up |t3 audit EXCHANGE AS AT 28TH OCTOBER, 2024
efforts—particularly in sectors perceived as high-risk—which can
lead to prolonged audits and disputes that tie up company resources GHS - USD BUYING SELLING
for extended periods.
) ) BANK OF GHANA 16.14 16.16
So, how can companies effectively manage these challenges and stay
compliant? Let’s explore some practical strategies; ABSA BANK 15.90 16.35
1. Develgp Robust Tran.sfer Eriping .Policie§ and Documenta.tion: ZENITH BANK 15.88 16.33
Establish comprehensive policies aligned with the local regulations,
supported by detailed and regularly updated documentation on your STANBIC BANK 15.90 16.30
company’s global structure, pricing methodologies, and functional
analyses to be filed periodically with tax authorities. This will minimise ECOBANK 15.70 16.20

audit risks and enhance compliance.

GCB BANK 16.00 16.30
2. Conduct Regular Risk Assessments: Regularly assess transfer
pricing practices to identify and address potential issues early,

preventing costly disputes during audits. SN APSHUT UF THE ECONUMY UF GH AN A

3. Implement Advance Pricing Agreements (APAs): Consider entering
into APAs with the GRA to pre-determine arm’s length pricing for

complexintra-group transactions, ensuring compliance and reducing REFERENGCE
audit uncertainties. MONETARY
4. Engage in Regular Communication with the GRA: Maintain open ’ POLICY RATE (as at 2nd

INFLATION

(as at 2nd

October, 2024)
0
. opt Technology: Use automated systems for data managemen .
5. Adopt Technol U tomated syst for dat t 2150
and reporting to streamline the preparation of transfer pricing

documentation, minimise errors, and ensure consistency in applying
policies.
Managing transfer pricing audits in Ghana does not have to be a
daunting experience. By adopting a proactive approach that includes

developing robust policies, conducting regular risk assessments,
leveraging technology, and fostering positive communication with the
GRA, companies can navigate this complex regulatory environment
with confidence. Furthermore, engaging in Advance Pricing Agreements
ensures that businesses are not only compliant but also well-positioned
to mitigate the risks associated with audits. In a world where transfer
pricing regulations are becoming increasingly strict, these strategies are
essential tools for ensuring compliance and protecting your company’s
reputation in the Ghanaian market.

(as at 27th October, 2024)
September, 2024)
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communication with the tax authorities to ensure smooth audit
processes, respond promptly to requests, and foster a positive
relationship with the GRA.

So, take a deep breath—when managed properly, transfer pricing audits
can be an opportunity to demonstrate your commitment to statutory
compliance and transparency, rather than a burden to your business.
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