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Possible Joint Actions by the Subcommittee on Article 9 (Associated 
Enterprises): Transfer Pricing and the Subcommittee on Extractives 

Industries Taxation Issues for Developing Countries 
 
A key challenge for governments dealing with multinational enterprises is to protect their 
revenue base from legal arbitrage opportunities that arise from global business models and 
integrated value chains. In the area of transfer pricing, governments want to ensure that there 
is no artificial profit shifting, i.e. an allocation of income and expenses between associated 
enterprises that doesn’t reflect value creation but instead has the aim of reducing the total tax 
payable by the group.  
 
While there are features that mitigate the risk of transfer mis-pricing in the extractive 
industries, such as physical operations and outputs, international benchmark prices for many 
extractives, and operating structures, such as joint ventures in the petroleum sector, that 
create conflicting interests and thus aid the government in controlling costs; there are also 
many factors that make the extractive industries sector vulnerable to abusive transfer pricing. 
Many of the transactions in the extractive industries are material in nature, i.e. involve a 
substantial amount of money. The integrated nature of many of the MNEs active in the 
extractive industries translates into many opportunities for abusive transfer pricing, such as in 
extraction or production, refining, marketing and distribution. Many of these functions are 
physically removed from the extraction site and located in different jurisdictions. As with 
other global businesses, there is also the risk of excessive charges for managerial and 
technical services and the use of intellectual property. Leasing arrangements provide the 
opportunity for furnishing capital goods and machinery at above-market prices.  
 
There are currently two Subcommittees with distinct mandates working on transfer pricing 
and extractive industries taxation, respectively. While the Subcommittee on Extractives 
Industries Taxation Issues for Developing Countries is mandated to consider, report and 
propose draft guidance on extractive industries taxation issues for developing countries, the 
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Subcommittee on Article 9 (Associated Enterprises): Transfer Pricing is mandated to update 
the United Nations Practical Manual on Transfer Pricing for Developing Countries.  
 
In fact, the Transfer Pricing Subcommittee not only has the mandate to deal with transfer 
pricing issues, it also has the expertise in that it is comprised of transfer pricing experts from 
Tax Authorities, Finance Ministries and the private sector including advisory firms and 
academia.  
 
However, the Transfer Pricing Subcommittee is currently focused on finishing the update of 
the UN Transfer Pricing Manual. At the tenth annual session, the Chair of the Tax Committee 
reaffirmed the importance of updating the Transfer Pricing Manual before the terms of the 
current members expired at the end of June 2017. With a meeting scheduled for November 
2015 in Santiago/Chile where discussions will focus on cost contribution arrangements, 
business restructuring, intangibles and documentation, the Subcommittee is already working 
to capacity.  
 
At the same time, the Subcommittee on Extractives Industries Taxation Issues for Developing 
Countries has identified transfer pricing as a major challenge for developing countries that 
are intent on receiving an adequate share of resources from the extractive industries.  
 
The Secretariat thus proposes the following options, which are not mutually exclusive:  
 

1. A Secretariat paper for the 12th annual session written in close coordination with the 
two Subcommittee coordinators that summarizes in more detail and, if possible, with 
input from tax authorities and industry experts the issue of transfer pricing in the 
extractive industries. The paper would present the pertinent issues and would, if 
appropriate, present options for future activities by the two Subcommittees.  
 

2. The Secretariat could organize an Expert Group Meeting on this issue with 
representatives from both Subcommittee and other experts. The pertinent issues could 
be discussed in this meeting as well as options for further work, including 
collaboration between the two Subcommittees.  
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