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Abstract

This paper describes several transfer pricing methods that can be used to determine an arm’s 
length price and it describes how to apply these methods in practice. In general, the OECD 
Transfer Pricing Guidelines are followed, with emphasis on practicality solutions when using 
and applying transfer pricing methods. In response to practical difficulties that may exist in 
applying the OECD TP Guidelines, for example when no access to databases with relevant in 
formation on comparables are readily available; some requirements for applying the arm’s 
length standard are softened or more flexibly applied.
In order to calculate or test the arm’s length nature of prices or profits, use is made of transfer 
pricing methods or methodologies. Transfer pricing methods are ways of calculating the 
profit margin of transactions or an entire enterprise or of calculating a transfer price that 
qualifies as being at arm’s length. The application of transfer pricing methods is required to 
assure that transactions between associated enterprises conform to the arm’s length standard. 
Furthermore, transfer pricing methods are not determinative in and of themselves. If an 
associated enterprise reports an arm’s length amount of income, without the explicit use of 
one of the transfer pricing methods recognized in the OECD Transfer Pricing Guidelines, this 
does not mean that its pricing is automatically not at arm’s length and there may be no reason 
to impose adjustments.
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