GGI World
Conference
Marrakech
7 - 10 November 2019
Réda BAGHDADI

www.firec-associes.com

Presentation plan
Part 1 : Morocco Transfer Pricing Rules
I.
II.
III.
IV.
V.

Introduction
Transfer Pricing Laws in Morocco
Right to Communication
Advance Pricing Agreement
Example faced during a tax Audit

Part 2 : Casablanca Finance City
I.
Introduction
II.
The aim of CFC
III. CFC’S Value of proposition
IV. Doing Business Incentives
V.
Tax Incentives

Part 1 : Morocco Transfer
Pricing Rules

Introduction
All States, with the exception of tax havens, consider that the prices of transactions carried
out between associated companies, must be adjusted when they do not correspond to
those that would have been found between independent companies in an arm's length
context.
The problem of transfer pricing is rooted in the broad discretion granted to the tax
administration in Morocco pursuant to Article 213 of the General Tax Code (CGI) and its
right of communication provided for in Article 214 of the same Code. Indeed, indirect
transfers from benefits may result according to the administrative doctrine from the
following cases:
o The increase in the purchase prices of Products and services imported or
acquired locally;
o The reduction in the selling prices of products and services exported or sold
locally;
o The practice of reduced or increased interest rates or excessive prices for
royalties and other remuneration;
o The payment of excessive or fictitious management fees;
o Various clearing transactions.

Introduction (2)
At the level of double taxation treaties, the provisions relating to transfers indirect profits
between associated companies (in particular Article 9 of the O.C.D.E. and United Nations
conventions and the commentaries thereto), specify that there are indirect transfer of
profits when transactions have been concluded between companies (parent
companies and their subsidiaries and companies under common control) in
conditions other than those of full competition, i.e. other than those that would be
agreed between two independent companies.
The purpose is to examine the possibility of a leakage of taxable material to
low-income countries tax rate and ipso facto, a definite loss of revenue for
Moroccan tax revenues.

Transfer Pricing Laws in Morocco
In Morocco, the General Tax Code (Code Général des Impôts) is the primary legislation
for Transfer Pricing, particularly Article 213(II) and 214(III) of the code. The Act stipulates
that all intercompany transactions must be conducted at arm’s length, and the necessity
and requirement of maintaining communication and information exchange.
The Transfer pricing provisions in code empowers the tax administration to
reassess/re-correct a Moroccan taxpayer transaction with its non-resident
connected party, where the purchase and/or sale price between the two entities are
either raised or reduced. The tax administration thus determines the taxable income by
comparing the taxable transaction(s) with those of similar enterprises operating in similar
conditions or on the basis of information to its knowledge.
Article 213(II) refers to businesses established in Morocco that have direct or
indirect dependency with businesses situated outside of Morocco. Per the Act, a
subsidiary is dependent on its parent company directly or indirectly where:

Transfer Pricing Laws in Morocco (2)
o In legal terms, by virtue of the number of shares and voting power held by the parent
company, or where, either directly or through a third party intermediary;
o In economic terms, there is a close link governing the business activities carried out;
constituting dependency, in terms of the supply of raw materials or spare parts, or the
use of a brand or patents, held by the parent company;
o There is financial dependency arising through reciprocal shareholdings; and
o

A de facto situation resulting from a monopoly or quasi-monopoly position or common
interest, especially where the management personnel of one company has an
influence on the management of other companies, through their shareholdings in
those other companies.

Transfer Pricing Laws in Morocco (3)
In the abovementioned cases, the tax authorities can therefore adjust the profits
that have been indirectly transferred to a dependent enterprise. Adjustments are
made through the following methods:
o Comparison with the profits of similar independent enterprises;
o Direct assessment, based on the information available to the Tax
Administration.
For operations involving foreign companies, the Tax Administration can request from local
entities a complete documentation and information related to article 214-III of the Code.
These documents usually comprises, the following :
o Nature of their relationship with the foreign companies;
o Nature of the services provided or the products sold;
o Method for determining the prices of the transactions carried out between the
Moroccan and foreign companies;
o The foreign company's tax regime and tax rates.

Transfer Pricing Laws in Morocco (4)

It is in this sense that Article 213 stipulates that, where an enterprise is not at arm's
length with enterprises located in or outside Morocco, the profits indirectly transferred,
either by way of an increase or decrease in purchase or sale prices or by any other
means, are reported in the taxable income or turnover declared.
For the purpose of this adjustment, the profits indirectly transferred as indicated above
are determined by comparison with those of similar companies or by direct assessment
on the basis of information available to the administration.

Right to Communication
For operations involving foreign companies, the Tax Administration can request from local
entities a complete documentation and information related to article 214-III of the Code.

These documents usually comprises, the following :
o Nature of their relationship with the foreign companies;
o Nature of the services provided or the products sold;
o Method for determining the prices of the transactions carried out between the
Moroccan and foreign companies;
o The foreign company's tax regime and tax rates.
The company concerned shall have a period of thirty (30) days following the date
of receipt of the above-mentioned request to provide the administration with the
requested information and documents.

Advance Pricing Agreement

Starting 2015, under Article 234 bis of the CGI, Moroccan companies with direct or
indirect links with foreign companies can request the tax administration to conclude a
preliminary advanced transfer pricing agreement on the method of pricing of intra-group
transactions for a period not exceeding four years. The article reiterates that the tax
administration cannot challenge a transfer pricing method that is subject to prior
agreement under the above provisions, except where “the agreement is declared
null and void during a tax audit; especially where a concealment of information, a
misrepresentation, fraudulent, or simply non-compliance with the agreed method is
discovered”.

Advance Pricing Agreement (2)
The Transfer Pricing Agreement makes it possible to secure companies on their
pricing policy and thus avoid any tax risk. The agreement can be sought either
unilaterally (between the administration and the enterprise) or bilaterally (with a
foreign administration).

In conclusion, and in order to avoid any transfer pricing risk, the Company may
establish a tax agreement with the tax administration that will regulate the
pricing method.

Example faced during a tax audit
Example of a Large Multinational operating in the aerospace industry
The tax administration has raised a case on witch they consider that the technical
assistance fees are high and are not justified and therefore invoking the transfer of profit
abroad by means of an increase in the purchase prices following the article 213 of the
General Tax Code.
In most of the cases we have been through, the tax administration reject all the invoices
saying that those amounts invoiced are not justified.
Once, we prove the justification by all possible mean, automatically they reject the margin
applied by the company.
Following tax audits we have been through, the tax administration in Morocco applies a
margin of 10 % in order to reassess the lack of the amount of sales declared by the
Moroccan company toward the foreign associated company.
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Leading financial center in Africa

Casablanca finance city
Casablanca Finance City (CFC) is an
African economic and financial hub
located at the crossroads of
continents.

Recognized as Africa's leading
financial center and a partner of the
world's largest international financial
centers, CFC has succeeded in
building a strong community of
members composed of financial
companies, regional headquarters of
multinationals, service providers and
holding companies.

Casablanca finance city
CFC offers its members an attractive
value proposition and quality "doing
business" support aimed at promoting
the deployment of their activities in
Africa.
Driven by the ambition to satisfy its
community, CFC is committed to
promoting the African expertise of its
members, while stimulating synergies
and business opportunities within its
network.

Casablanca finance city
Key figures :
1st Financial Center in Africa
(GFCI, 2019)
200 companies with CFC status
46 African countries covered by
CFC companies
1st green financial Center in Africa
and the Middle East (GGFI, 2019)
18 South-South partnerships and
13 partnerships with international
financial centres

What is the aim of CFC ?

CFC’S VALUE PROPOSITION

Doing Business Incentives

Tax Incentives
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