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Annotation:The article analyzes the key aspects of transfer pricing in Uzbekistan. Transfer pricing is
utilized by multinational companies to optimize their tax burden by redistributing profits within a
group of companies. Since January 1, 2020, Uzbekistan's Tax Code has incorporated regulations on
transfer pricing, fully enforced as of January 1, 2022. The article discusses the objectives of these
regulations, including ensuring tax fairness, attracting foreign investments, aligning national practices
with international standards, and combating tax avoidance. The methods for determining arm's length
prices in Uzbekistan, their compliance with the arm's length principle, and the specifics of transfer
pricing audits are examined in detail. The author propose recommendations for improving the
legislative and institutional framework, including capacity building for tax authorities, enhancing
documentation control, and employing modern technologies for audits.
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AnHotanus:CTaThsl MOCBAIICHA aHAIHM3Y KIIIOYEBBIX ACIEKTOB TPaHC(HEPTHOTO IEHOOOpa30BaHHS B
VY36ekucrane. TpaHcdepTHOE IEHOOOpPA30BaHUE HCIIONB3YETCS TPAHCHAIMOHAIBHBIMA KOMITAHUSMH
IUI. ONTHMHU3ALMU HAJIOTOBOW HArpy3Ku, epepacupenenss NpuOblIb BHYTPH Tpyniiel kommanuid. C 1
suBapst 2020 roma B HamoroBom kojekce Y30ekucTaHa BBEIEHBI HOPMBI, PETYIHPYIOIIUE
TpaHcepTHOE IIEHO0Opa30BaHUE, KOTOPBIC MOJHOCTHIO BCTymmid B cuty ¢ 1 saBaps 2022 roga. B
CTaThe PacCMaTPUBAIOTCS LIEJIH PETYJIMPOBaHUS, BKIIOYAss 00CCIICYCHUE HAJIOTOBOM CIIPaBEIJIMBOCTH,
MPUBJICUEHNE WHOCTPAHHBIX WHBECTHIIMH, NMPHUBEICHNE HAIIMOHAILHOW MPAKTUKUA B COOTBETCTBHE C
MEXYHAPOJAHBIMH CTAaHIApTaMH, a TAaKXXe MPOTUBOJACHCTBHE YKIOHEHUIO OT HAaJIOro00JI0KEHUS.
[TompoOHO pacKphIBAIOTCS METOMBI ONPEICICHUS PRIHOYHBIX 1I€H, UCTIOIb3yeMbIe B Y30eKUCTaHe, X
COOTBETCTBUE MPUHIUITY "BBITSAHYTOW PyKH'", a Takke OCOOCHHOCTH KOHTPOJSI 3a TpaHCc(hepTHHIM
1eHooOpa3oBaHueM. ABTOp TpeaaracT peKOMEHIAIMH 110 COBEPIICHCTBOBAHUIO 3aKOHOAATEIIEHON U
WHCTHUTYLIMOHAJIBHON 0a3bl, BKJIFOYAs TIOATOTOBKY HAJIOTOBBIX OPTaHOB, YCUJICHHUE JOKYMEHTAIBHOTO
KOHTPOJISI M UCTIOJIb30BAaHUE COBPEMEHHBIX TEXHOJIOTHH IS ayUTa.

KarwueBble ciioBa: TpancepTHOEe 1IeHOOOpa30BaHUE, HATOTOBasl ONTUMH3AIMs, HanoroBelid KoJeKce
V30ekucrtana, TpaHCHAIIMOHAJIbHBIE  KOMIIAHUHM, MEXKIYHApOJHbIE  CTaHIAPTHI,  HAJIOTOBAas
CIIPaBEJIMBOCTh, METOJIbI OMPECIICHHSI PHIHOYHBIX IICH, YKOHOMHUYECKAs! MPO3PAYHOCTh, YKIOHECHHUE
OT HAJIOr000JI0KEHUSI.

AuBoTamusa:Makonana Y30ekucToHaa TpaHC(EpT HAPXJIAIIHMHT ACOCHH  KMXATIApH TaXJIMI
KWIMHTaH. TpaHcdepT Hapxjam TPaHCMHJUIMA KOMIIAHUSUIAD TOMOHHUAAH COJHK  FOKUHHU
ONTUMAJUTAITUPHUIN Makcaauaa GOWJaHH KOMIIAHWSUIAD TYypyXd HWYHMJa KadWTa TaKcHMJIalaa
kymnanmnann. 2020 iinn 1 sBapaan Y36exucronruar COMMK KOJEKCHTa TpaHchepT HapXJIaIira Ous
Kounanap kuputwinu, yiaap 2022 #un 1 sgHBapiaH TYNIMK Kydyra Kapau. Makomana Maskyp
KOWJIAJIAPHUHT MaKCcaJUIapH, )KyMJIaJaH, COJNMK aJ0aTHHU TabMHHJIAI, XOPMKUH MHBECTHIHSIAPHU
KajO ATHIN, MIWUIMA aMalUETHH XajlKapo CTaHJapTiiapra MOCJAIITHPHII Ba COJHMKIAH KOYHMIIra
KapIIM Kypall Macajianapy Kypub YHKHIraH. Y30eKHCTOHIa 6030p HApXJIApHUHU aHUKJIALI YCYIUIapH,
ylnapHUHT "y30KJIamraH Kyn' TOpUHOMANUTa MyBOGUKIUTH Ba TpaHcepT Hapxmam Oyitnua
HA30paTHUHT Y3Ura XOCHHMKJIAapu OaradCuil TaxJgwil KWwiMHTaH. Myamumd CONMK OpraHIapHHHHT
CAJIOXUSATHHU OIIMPHIN, XYXKKATIAMTHPUII HA30PATUHU KyYaUTHPHUII Ba ayAUTOPIIMKAA 3aMOHABHIMA
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TEXHOJIOTUsUTApAaH (oiTaTaHuIl Kabu KOHYHUYMJIMK Ba MHCTHTYIIMOHAT 0a3aHU TaKOMMJLIAIITHPHIIL
Oyiinya TaBcusap 6epaau.

Kanur cy3nap: tpancdept Hapxiail, COJIMKHU ONTUMALIAITHPUII, Y30ekucToH CONIMK KOJEKCH,
TPAHCMIJUIMM KOMITAHHSIIAP, XalKapo CTaHAApTIap, COJUK aloJiaTH, 0030p HapXJIAPUHHU aHUKJIAII
ycysuapu, ukTucoauii madhodiank, COMMKIaH KOYHIIL

Transfer pricing primarily serves as a mechanism for multinational companies to optimize their
overall tax burden by redistributing profits within the group to entities operating in jurisdictions with
favorable tax systems. Typically, a holding structure includes both large enterprises under standard tax
regimes and smaller entities benefiting from preferential tax policies. The entities with the least tax
burden are often the main players in transfer pricing arrangements.

To achieve tax optimization, transfer prices—prices differing from market rates—are set for
transactions within the group. These artificially set prices form the essence of transfer pricing,
enabling related entities to influence key financial metrics such as transaction values, income levels,
and profitability.

This practice has attracted significant scrutiny from regulatory authorities globally, including
in Uzbekistan. To mitigate the risks of profit shifting and ensure fair taxation, Uzbekistan’s Tax Code,
effective January 1, 2020, incorporates provisions to regulate transfer pricing. These provisions aim to
address and adjust the tax implications of controlled transactions, fully enforced as of January 1, 2022.

Transfer pricing remains a highly relevant topic in today’s globalized economy, where cross-
border trade and multinational business structures are increasingly commonplace. For Uzbekistan, the
regulation of transfer pricing plays a pivotal role in:

e Ensuring Tax Revenue Integrity. By addressing profit shifting, transfer pricing regulations
help safeguard the national tax base, ensuring that tax revenues reflect the economic activities
occurring within the country.

Attracting Foreign Investment. Clear and internationally aligned transfer pricing rules create

a predictable tax environment, boosting investor confidence and encouraging foreign direct

investment (FDI).

Aligning with Global Standards. Uzbekistan’s adoption of transfer pricing regulations based

on OECD guidelines signals its commitment to international best practices, facilitating greater

integration into the global economy.

Combating Tax Avoidance. In an era where digital business models and intangible assets

dominate, transfer pricing regulations are crucial for addressing new challenges in tax

avoidance strategies.

Supporting Economic Transparency. By requiring detailed reporting and documentation,

these regulations promote transparency and accountability in cross-border transactions.

The increasing complexity of global supply chains and the rise of digital commerce amplify the
need for robust transfer pricing frameworks. For Uzbekistan, effective regulation ensures that its tax
policies remain relevant and adaptive to modern economic dynamics.

The legislative framework is grounded in international best practices, notably the "arm's length
principle," which compares prices set between related parties to those established between
independent entities. Despite its complexity, transfer pricing legislation aims to determine whether
transaction prices align with market rates. This complexity arises from the unique characteristics of
each transaction and the need for detailed analysis.

Uzbekistan’s Tax Code adopts a comprehensive approach, detailing various scenarios to ensure
compliance. While this mirrors the OECD’s guidelines, the Tax Code lacks illustrative examples

https://www.eijmr.org/index.php/eijmr/ 475



https://www.eijmr.org/index.php/eijmr/

ETHIOPIAN INTERNATIONAL JOURNAL OF MULTIDISCIPLINARY RESEARCH

elSSN: 2349-5715 pISSN: 2349-5707
Volume: 12, Issue 01, January-2025 SJIF 2019: 4.702 2020: 4.737 2021: 5.071 2022: 4.919 2023: 6.980 2024: 7,662

provided in the OECD’s recommendations, making supplementary references to the OECD
framework valuable for understanding.

Transfer pricing audits in Uzbekistan are conducted independently and encompass:

1. Transactions between related parties:
v" Residents and non-residents.
v" Tax residents of Uzbekistan exceeding specified income thresholds for controlled transactions.
2. Transactions deemed equivalent to controlled transactions:
v" Transactions involving intermediaries without substantial functional contributions beyond
resale.
v" Cross-border trade in globally traded commodities.
v' Transactions with entities in offshore jurisdictions.
The Tax Code defines related parties based on:
v' Direct or indirect ownership of at least 20% equity.
v’ Familial relationships.
v" Hierarchical subordination.
In ambiguous cases, tax authorities may seek judicial determinations of relatedness.
Uzbekistan’s regulations outline five methodologies for determining arm's length prices:

Comparable Uncontrolled Price Method (CUP). The primary method, preferred for most

transactions.

Resale Price Method. Applied when goods are resold without significant modifications.

Cost-Plus Method: Used when analyzing production-related transactions.

Transactional Net Margin Method (TNMM). Focuses on profitability comparisons.

Profit Split Method. Analyzes profit allocation across related entities.

These methods are categorized into:

Transaction-based methods. CUP, Resale Price, and Cost-Plus.

Profit-based methods. TNMM and Profit Split.

Priority is given to transaction-based methods, progressing to profit-based methods if
necessary. The sequence ensures that the most appropriate method is applied to determine compliance
with market principles.

Participants in controlled transactions must:

1. Annually notify tax authorities of controlled transactions, submitting details by the deadline for
financial reporting. Information should include:
v" Transaction year.
v" Transaction subject matter.
v Participants' details, including tax identification numbers.
v" Income and expense amounts, segregating transactions subject to regulation.
2. Provide documentation upon request, no earlier than June 1 of the following year. This
includes all relevant records related to controlled transactions.

Transfer pricing regulations in Uzbekistan aim to align domestic practices with international
standards, ensuring fair taxation and preventing profit shifting. By adopting the OECD’s principles
while tailoring them to the local context, the country seeks to balance regulatory oversight with the
complexities of cross-border transactions. These measures reinforce tax equity and enhance
transparency within the global economic landscape.

The implementation of transfer pricing regulations in Uzbekistan is a critical step toward
enhancing tax equity and addressing the challenges posed by globalization. However, to maximize the
effectiveness of these regulations, several areas warrant attention:
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1. Capacity Building for Tax Authorities. Training tax officials in the complexities of transfer
pricing methodologies is essential. Specialized programs focusing on international practices, digital
economy implications, and the valuation of intangibles should be developed.

2. Strengthening Documentation and Compliance. Encouraging companies to maintain detailed
and accurate records of controlled transactions can enhance transparency. Implementing penalties for
non-compliance and rewards for full disclosure can improve adherence.

3. Promoting Public-Private Dialogue. Engaging with businesses through workshops and
consultations ensures that the regulations address practical challenges while maintaining fairness.
Regular feedback loops can refine the framework over time.

4. Leveraging Technology for Audits. Utilizing advanced analytical tools and software can
streamline the audit process. Big data analytics and artificial intelligence can identify anomalies and
flag high-risk transactions efficiently.

5. Encouraging Regional Cooperation. Collaborating with neighboring countries to harmonize
transfer pricing standards can reduce the risk of double taxation and enhance cross-border trade.

6. Periodic Review of Regulations Conducting regular assessments of the regulatory
framework ensures it remains aligned with evolving global standards and economic realities. This
includes adapting to new business models such as the gig economy and digital platforms.

6. Public Awareness Campaigns. Increasing awareness among businesses about the benefits of
compliance and the risks of non-compliance can foster a culture of transparency and accountability.

By addressing these areas, Uzbekistan can strengthen its transfer pricing framework, ensuring
that it not only prevents tax base erosion but also fosters a conducive environment for sustainable
economic growth. Effective implementation of these recommendations will position Uzbekistan as a
competitive and transparent destination for global investments.
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