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A functional analysis of global trading activities.

Application of the arm’s length principle to global trading of financial
instruments.

The use of traditional transaction methods versus profit split methods in

the context of the global trading of financial instruments.

. THE DELIMITATION

This study will not attempt to discuss Section 31 in detail as it read prior to

the amendment in 1995.

This study will not attempt to discuss Section 31(3) and thin capitalisation.

This study will not attempt to research the use of transfer pricing for other

purposes than possible tax savings.

This study is limited to transfer pricing methodologies that adhere to the
arm’s length principle as advocated by the OECD and set out in SARS
Practice Note No. 7.

The study is limited to an application of transfer pricing methodologies as
set out in Practice Note No. 7 to the global trading of financial
instruments, as defined in the OECD report of 1998 on this subject.

This study only addresses the issues related to transfer pricing in relation
to associated enterprises and to the attribution of income and expenses
within a single legal entity, which arises when global trading is conducted

in more than one tax jurisdiction.
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