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TASK FORCE ON TAX AND DEVELOPMENT:  
OBJECTIVES OF THE SUB GROUP ON TRANSFER PRICING  

 
EXECUTIVE SUMMARY 

Introduction 

1. This paper, which has been developed by the informal Task Force’s Sub-group on Transfer 
Pricing, sets out the sub-group’s perspectives on the nature and scope of the informal 
Task Force’s activities in the area of transfer pricing. The paper has benefitted from input 
from governments (in particular developing countries), NGOs, business, and international 
organisations including the UN and ATAF.  

2. It should not be assumed that all sub-group members necessarily agree with every aspect 
of the paper. It is not intended, also, that the potential activities of the Task Force 
discussed in this paper would define or limit the work programmes of sub-group 
members.  

3. The paper: 

• describes the process by which it was developed, 

• discusses the objectives, and nature, of the informal Task Force’s potential work with 
regards to transfer pricing,  

• identifies a number of specific activities for the Task Force’s consideration on elements of 
a work programme to be decided on by the CFA and DAC.  

Summary of objectives and scope of work of the Sub-Group on Transfer Pricing 

4. The sub-group’s role is to: 

• develop proposals to the Task Force for activities, which carry the support of both the tax 
and development communities, in the area of transfer pricing, building on the significant 
capacity development work currently carried out in this area by regional and international 
organisations.  

• facilitate coherence between agencies in formulating and implementing initiatives on 
transfer pricing, and promoting co-operation between agencies where this would be 
fruitful, preventing overlaps and enabling joint initiatives where appropriate.  

5. The scope of the areas of activity for the Task Force to consider in the area of transfer 
pricing, would be aimed at: 
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• identifying/diagnosing the regulatory needs of developing countries;  

• ensuring that internationally developed principles are relevant to and effective for 
developing countries; 

• assisting developing countries which wish to adopt transfer pricing legislation, adapted to 
their circumstances;  

• enabling developing countries to implement transfer pricing rules effectively. 

Short-term and medium-term activities 

6. Short-term initiatives, for implementation in 2011-2012 might include: 

• developing  an analytical/diagnostic framework to assist developing countries assess their 
transfer pricing risks and needs in accordance with their individual circumstances 
(including pattern of international trade, administrative capacity, stage of development 
and policy priorities) 

• identifying and considering  specific challenges faced by developing countries in 
evaluating, adopting, and then effectively implementing, transfer pricing rules 

• assisting developing countries to effectively input their perspectives into a) the 
formulation of transfer pricing capacity building programmes and b) the development of 
internationally formulated guidance on the application of the arm’s length principle 

• considering the potential of a Global Forum on Transfer Pricing to assist all countries to 
engage on an equal footing in the implementation of transfer pricing rules 

• ensuring that internationally developed guidance on the application of the arm’s length 
principle addresses issues that are relevant to, and effective for, developing countries 

• supporting the development of a “panel of experts” to provide fast-turnaround responses 
to specific queries submitted by developing countries on policy, administration or audit 
issues 

• supporting the development of a shared (possibly web-based) resource, available to 
developing countries, to assist in the implementation of transfer pricing rules. 

7. Medium-term initiatives might include: 

• developing coherent multi-agency programmes to build transfer pricing capacity  in 
developing country tax administrations 

• developing additional guidance with particular relevance to countries which have little or 
no experience of transfer pricing, reflecting developing country realities and priorities, 
building on work underway in the OECD, UN and other organisations. (e.g. model 
regulations, model APA agreements, manuals for auditors and others, explanatory notes, 
e-learning tools etc) 

• more coherent international co-operation on transfer pricing issues, both in the delivery 
of assistance and in the development of international guidance. 
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PART I – INTRODUCTION AND OBJECTIVES 

Introduction 

1. During a joint meeting of the Committee on Fiscal Affairs (CFA) and the Development 
Assistance Committee (DAC) on 27th January 2010, it was decided to set up an  informal Task 
Force on Tax and Development (“Task Force”) to provide a platform for the development of a Tax 
and Development programme. This programme  combines the efforts of key stakeholders in an 
integrated approach towards the role taxation plays in building capacity to achieve sustainable 
growth, tackle poverty, combat corruption, attract direct investment and develop transparent 
financial systems.  The Task Force is composed of representatives from business, donors, OECD 
member countries, developing and emerging economies and civil society as well as international 
organisations and regional bodies.  

2. At its inaugural meeting on 11th May 2010, the Task Force identified the ability to 
implement transfer pricing as a key issue for developing countries and it was decided to set up a 
Sub Group on Transfer Pricing (the “sub group”) to make proposals on work in this area. The first 
stage in this process is for the sub group to explore the potential scope of such work. 

3. This paper describes the initial views of the sub-group on the potential scope and nature 
of the work of the Task Force in the area of transfer pricing. It is based on discussion papers 
circulated to sub-group members in November 2010 and January 2011 and takes into account 
comments received on those papers in written submissions and during a telephone-conference on 
15th December 2010. It has benefitted from input from governments (in particular developing 
countries), NGOs, business, and international organisations including the UN and ATAF. It also 
incorporates issues identified at three informal consultation meetings held with developing 
countries in Asia, Latin America and Africa.  

4. The paper is submitted to the meeting of the informal Task Force on Tax and 
Development on 11-12 April 2011, which is asked to comment on the scope and nature of the work 
of the Task Force on transfer pricing, and to propose a programme of work and activities to the 
CFA and DAC. It will also inform a report to the G20 jointly produced by the Task Force, UN and 
other key stakeholders on the identification of ways to help developing countries tax 
multinational enterprises through effective transfer pricing rules.1

5. The paper is in three parts. Part I describes the role and objectives of the sub group and 
the process for developing initial proposals on a work programme. Part II discusses the issue of 
transfer pricing in the context of developing countries and Part III suggests a number of areas on 
which a work programme might be focused. This work looks to avoid duplication of initiatives 
and builds on discussions which have taken place in the Working Party No. 6 of the Committee 
on Fiscal Affairs and in the UN Subcommittee on Transfer Pricing on the issue of developing 
countries implementing transfer pricing legislation and on the challenges that countries doing so 
face. (These two groups are already cooperating).  

 

                                                      

1. The Task Force is named as one of the implementing bodies helping to meet the G20 Domestic Resource 
Mobilization challenge. 
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6. The paper provides a framework and direction for the development and implementation 
of practical initiatives in the area of transfer pricing. Given the informal nature of the Task Force, 
and its multi-stakeholder nature, it should not be assumed that all sub-group members 
necessarily agree with every aspect of the paper.  Nor is it intended that the potential activities of 
the Task Force discussed in this paper would define or limit the work programmes of sub-group 
members.  

Objectives of the Sub Group 

7. The informal Task Force on Tax and Development plays a key role in facilitating contacts 
between developing countries, other countries, business, NGOs and international organisations, 
enabling developing countries to effectively implement transfer pricing rules with the objective of 
ensuring that they receive a share of tax revenue based upon application of the arm’s length 
principle and create a business environment that encourages cross-border trade and investment.  

8. The Task Force brings together representation from all key stakeholders to identify 
proposals in the area that could promote development goals and to propose and drive funded 
programmes that meet the goals of key stakeholders and the needs of developing countries. 

9. The sub-group’s role will be to develop proposals to the Task Force for activities, which 
carry the support of both the tax and development communities, in the area of transfer pricing. 
Such activities would build on the significant capacity development work currently carried out in 
this area by regional and international organisations. The sub-group could also provide some 
indication of the potential resources that would be needed to carry out the proposals. The wide 
representation on the sub-group will also allow it to promote coherence between different 
initiatives in this field, with a view to avoiding unnecessary overlaps and enabling joint initiatives 
where appropriate, while recognising the potential value of different approaches to particular 
issues.  

10. The sub-group recognises the central importance of ensuring that sub-group proposals 
reflect the needs and priorities of developing countries and of putting in place mechanisms to 
ensure the continuing engagement of developing countries in formulating proposals. It is thus 
important that the priorities for this group should be guided as much as possible by developing 
countries’ own views of the challenges they face, and potential approaches to addressing those 
challenges. In the on-going development of its work to formulate proposals in the area of transfer 
pricing, the sub group will continue an extensive dialogue with developing countries to ensure 
that its proposals reflect developing country realities.  

11. Annex I lists those countries and organisations that have indicated a wish to participate 
in the sub group. Recognising the resource-cost for members of the sub group in attending a 
physical meeting, three regional informal consultations were held in November 2010 to provide 
the opportunity for developing countries to input their views into the process for developing the 
sub-group’s proposals. These were held during planned regional events in Africa, Asia and Latin 
America in late 2010 (see Annex II which describes issues raised at these meetings). 
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PART II 
TRANSFER PRICING AND DEVELOPING COUNTRIES 

Background – What is Transfer Pricing?  

12. Multinational enterprises (“MNEs”) consist of groups of associated companies or 
branches which are located in a number of countries.  (This description of MNEs encompasses a 
spectrum ranging from simple groups involving just two parties located in different countries, to 
those operating on a global scale.)  The companies or branches that make up such groups 
typically conduct transactions with each other.  These transactions may include the purchase/sale 
of goods, the provision of services, financial services, leases/rents or the transfer of intellectual 
property. Transfer pricing refers to the prices in place for such transactions within a 
multinational group of companies. Intra-group cross-border transactions, conducted at a price 
(i.e. a “transfer price”), are normal and legitimate features of MNEs.  

13. From a tax perspective, transfer pricing is primarily important because it influences the 
amount of profit that MNEs report in each of the jurisdictions in which they conduct business. 

14. Transfer pricing becomes a problem when, for whatever reason, MNEs conduct their 
intra-group transactions at prices that distort the allocation of income or expenses among 
associated enterprises in comparison to that which would be expected if normal market forces 
were to apply. There are many reasons, apart from tax considerations, why such distortions may 
occur. For example, MNEs simply might not address transfer pricing as an issue and not take the 
appropriate steps to ensure that their pricing accords with the arm’s length principle. Or they 
may face practical difficulties in establishing appropriate prices. Others might use transfer 
pricing to address cash-flow between their constituent entities. Transactions conducted on non-
arm’s length terms have the potential to distort the recognition of profit between members of a 
group, and to result in significant misallocation of tax revenue between governments. Concerns 
about potential tax losses are shared by developed and developing countries.  

15. It is to protect against such potential revenue loss that governments introduce transfer 
pricing rules, which require their taxpayers to report profit on the basis that such transactions are 
conducted on arm’s length terms – i.e. in accordance with the arm’s length principle.   

16. The arm’s length principle, which is the basis of Article 9 of the UN and OECD Model 
Tax Conventions, provides that conditions of commercial and financial transactions between 
associated enterprises should not differ from the conditions that would be made between 
independent enterprises in comparable circumstances. The arm’s length principle aims to fulfil 
the dual objectives of: 

• protecting countries against the erosion of their tax base due to over or under-pricing of  
intra-group transactions by MNEs, and  

• providing MNEs with reasonable certainty of treatment and reducing the risk of double 
taxation, thus removing potential barriers to international trade and investment.   

17. The application of the arm’s length principle is discussed in depth in the OECD Transfer 
Pricing Guidelines for Multinational Enterprises and Tax Administrations (the “TP Guidelines”) 
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which were developed to establish a principled way to resolve disputes that arise among countries 
related to the allocation of taxing rights over the profits of MNEs.  

18. The arm’s length principle is an international standard adopted by the vast majority of 
countries — developed and developing — that have introduced transfer pricing rules. The arm’s 
length principle is included in the OECD and UN Model Tax Conventions (and adopted by almost 
all countries in their Double Tax Conventions), and it is supported by regional bodies and expert 
groups such as the EU Joint Transfer Pricing Forum, the Inter-American Centre of Tax 
Administrations (CIAT), the African Tax Administration Forum (ATAF) and the Study Group on 
Asian Tax Administration and Research (SGATAR).  

19.  Other approaches to determining the allocation of profits across the countries in which 
a multinational enterprise carries on business are sometimes suggested. The most frequently 
discussed is “global formulary apportionment” which would allocate the global profits of a 
multinational enterprise on the basis of a predetermined formula. The Tax Justice Network, a 
member of the sub-group, has suggested that the scope of the proposals to be formulated by the 
Task Force should include consideration of such alternative approaches. However, the rest of the 
sub-group, while recognising that the debate on the advantages and disadvantages of such an 
approach is likely to continue in other fora, and the importance of ongoing dialogue, considers 
that the Task Force work should focus on the practical application of the arm’s length principle, 
which forms the current and foreseeable future global international tax landscape in which 
developing - and other - countries operate.  

20. It is important to note that transfer pricing regulations, and the way in which they are 
implemented, directly affect the business environment in which cross-border trade and 
investment take place. MNEs are concerned about the risk that transfer pricing disputes may lead 
to economic double taxation, i.e. the taxation of what is economically the same profit in two 
countries (though recognised in different legal entities), which can in turn lead create a barrier to 
cross-border trade. If governments adopt, and then implement, transfer pricing rules in 
accordance with internationally agreed principles, MNEs are provided with increased certainty of 
treatment and the risk of double taxation is reduced, thus removing potential barriers to 
international trade and investment.  A principled application of transfer pricing rules is thus in 
the mutual interest of business and countries.  

21. Transfer pricing rules are restricted in scope to the pricing of transactions and their 
impact is limited to the measure of profit for taxation purposes – requiring such profit to be 
computed on the basis of arm’s length pricing. Transfer pricing rules do not stand in the place of 
more general anti-avoidance rules, nor can they address issues of tax evasion or fraud through, 
for example, false invoicing. In fact, most countries back up their transfer pricing rules with 
separate anti-abuse laws that address artificial tax-motivated transactions.  

22. The effectiveness of transfer pricing rules in a country cannot be considered in isolation 
from other aspects of the country’s tax administration, and standards of governance more 
generally. The effectiveness of any taxation regime will largely depend on the ability of the 
respective government to implement the regime in a principled and fair manner, in accordance 
with the rule of law. This is especially important for transfer pricing rules – which will often 
involve very large sums of money, an element of discretion and compromise resolutions. It also 
explains why this work is being carried out in the broader context of improving capacity in the tax 
administrations of developing countries.  
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Transfer Pricing and Developing Countries 

23. In common with developed and emerging economies, developing countries are 
concerned about cross-border shifting of profit through non-arm’s length pricing in transactions 
between associated enterprises. In order to address this concern, many developing countries have 
adopted transfer pricing legislation, and many more are likely to do so in the future. This 
legislation is in the vast majority of cases consistent with the transfer pricing legislation adopted 
by developed countries. (It also helps developing countries in their negotiations with MNEs to be 
able to argue that, by implementing international standards, they can expect MNEs to do 
likewise). The main motivation for adopting transfer pricing rules is to ensure that taxpayers 
report profits in accordance with the arm’s length principle, ensuring that an appropriate share of 
taxable profit is reported in the country concerned. As mentioned above, adoption of 
internationally agreed standards in country transfer pricing legislation reduces the risk of double 
taxation, which can have an adverse effect on cross-border trade and investment.  

24. It should be noted that attempts to measure the scale of loss in tax revenues that 
developed and developing countries suffer due to non-arm’s length transfer pricing have been 
inconclusive. While NGOs and academics have sought to estimate the scale of tax revenue loss, 
disputes over methodology point to the need for strengthening data and methodological 
approaches in this area. 

25. Many developing countries report that they face practical difficulties in effectively 
implementing transfer pricing rules. Many of these difficulties are also common to OECD 
economies, but in practice implementation problems are likely to be more acute for developing 
countries. These may include difficulties: 

• in building tax administration expertise and experience in transfer pricing to enable 
them to carry out effective audits – especially when faced with experienced and well 
advised taxpayers. The difficulty is likely to be particularly acute in applying transfer 
pricing rules to complex transactions, such as those involving intangible assets or some 
forms of services; 

• with applying rules that require taxpayer and tax administration  discretion in 
application.  Transfer pricing is not an exact science and audits in practice may have to 
be resolved through negotiation and compromise settlement;  

• in obtaining the information needed from taxpayers in order to select cases for audit or 
carry out an effective audit. Access to data on intra-group transactions, including the 
respective functions of the parties to those transactions, and their economic and 
commercial context, is vital to carrying out a reliable transfer pricing analysis. Tax 
administrations typically obtain such information through transfer pricing 
documentation, return requirements or information powers (which may be specific to 
transfer pricing or of more general application). Obtaining this type of information may 
be problematic for developing countries, especially in the context of an audit of a 
domestic company that is a subsidiary of an international group;  

• in obtaining public information on arm’s length conditions i.e. the conditions (for 
example, price or profit margin) in place for independent enterprises conducting 
comparable transactions under comparable circumstances. This is an issue that is 
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repeatedly cited by developing countries as a significant difficulty to the implementation 
of transfer pricing rules.   

PART III 
POSSIBLE ELEMENTS OF A TRANSFER PRICING WORK PROGRAMME  

26. The work programme proposed by the sub-group should focus on assisting developing 
countries to address these issues through three broad categories of initiatives.  Such initiatives 
would needs-based, reflect the situations of the particular developing countries and would build 
upon the significant capacity building work already undertaken by regional and international 
organisations.  

27. The first category of initiative focuses on identifying country transfer pricing 
regulatory needs and priorities, recognising the need for limited tax administration resources to 
be deployed where they will be most effective. Needs in this area are likely to vary between 
countries, depending on, for example, the extent and pattern of cross-border related party trade, 
institutional capacity, stage of development and policy priorities.  In addition to proposals for 
carrying out specific country analyses and needs assessments, such initiatives might include the 
development of tools and framework analyses. With these aims in mind, the initial work 
programme to be proposed by the sub group, might include, or be drawn from, the following 
elements.  

i) The development of an analytical/diagnostic framework (perhaps initially applied to 
selected countries on a pilot basis), to help a country assess its transfer pricing risks and 
needs, e.g. to understand the scale and nature of a country’s cross-border trade between 
associated enterprises. Such an analysis would also take into account a country’s 
administrative and institutional capacity, stage of development and policy priorities.  

ii) The development of an analytical framework to enable a country to assess the impact, in 
terms of both increased costs and revenues, of the adoption of transfer pricing rules.  

iii) The development of a framework to enable a country to use its scarce resources most 
effectively by analysing the impact (costs and benefits) of specific transfer pricing rules 
in  comparison with other measures designed to protect tax revenues – such as, for 
example, anti-avoidance rules, thin capitalization rules and controlled foreign company 
rules.  

iv) The development of an analytical framework to assist countries to identify their 
legislative needs and issues - e.g. identifying existing legislation (other than dedicated 
transfer pricing legislation) that may allow a country to implement the arm’s length 
principle or, alternatively, may negatively affect a country’s ability to implement the 
arm’s length principle, and to identify needs for revisions to legislation. 



9 

 

v) Mapping the extent to which specific developing countries have adopted transfer pricing 
rules, and examining their experiences in implementing those rules, including the costs 
and benefits of implementation. This would include what has worked and what has not 
worked (and why).  

28. The second category of initiative focuses on assisting developing countries to adopt 
and implement relevant and effective transfer pricing rules. This would include, for example, 
making proposals aimed at assisting developing countries to: 

• adopt transfer pricing rules, reflecting specific country circumstances, and broadly 
consistent with international norms  

• build administrative capacity in transfer pricing, including in relation to risk-based 
selection of cases for audit, and handling of audits 

• effectively implement transfer pricing rules  

• assess the amount and nature of information needed to provide comparable pricing 
information, improve access to such information, and address situations where such 
information is not accessible  

• put in place effective dispute prevention and resolution mechanisms 

• adopt a regulatory environment that encourages cross-border trade and investment, 
through predictability of treatment and avoidance of double taxation 

29. With these aims in mind, the initial work programme to be proposed by the sub group, 
might include, or be drawn from, the following elements.  

Adopting relevant pricing rules broadly in line with internationally accepted 
norms 

i) Assistance in developing relevant and effective transfer pricing rules broadly in line with 
internationally accepted standards. This may be in the form of, for example, technical 
assistance programmes, South-South and North-South dialogue,  or the development of 
model legislation (for example, along the lines of the sample transfer pricing legislation 
recently published by the OECD and further guidance being developed by the UN, OECD 
and others).   

ii) Assistance in developing an administrative framework for the implementation of 
transfer pricing rules that is needs driven and adapted to the circumstances of the 
developing country. Such a framework could include, for example, documentation 
requirements, penalty provisions, information powers, advance rulings and treaty 
capabilities. Again, this may take the form of, for example, technical assistance 
programmes, South-South and North-South sharing of approaches and experience, the 
development of guidance or approaches of relevance to developing countries or the 
development of template and/or model advance pricing agreements or similar rulings.  
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iii) Assistance in improving developing country capacity to fulfil and benefit from treaty 
obligations to relieve economic double taxation arising from adjustments to taxable 
profit, including the effective use of exchange of information provisions.  

Building administrative capacity in transfer pricing and the effective 
implementation of transfer pricing rules  

i) Development of programmes to build transfer pricing capacity in tax administrations. 
This could include for example the sharing of experience on the structuring of transfer 
pricing administration within the tax administration as a whole, including the formation 
of a dedicated transfer pricing team or unit, large business units, central management of 
transfer pricing audit strategy and oversight of transfer pricing case selection and audits. 
Such initiatives could be delivered through guidance, bilateral technical assistance 
(including secondments) and multilateral dialogue incorporating both South-South and 
North-South experience sharing.  

ii) Development of proposals to build transfer pricing expertise within tax administrations 
and skills in auditing transfer pricing cases (including for example setting up transfer 
pricing teams), and for knowledge and skills retention.   

iii) Another route to facilitate both South-South and North-South dialogue may be to 
establish web-based fora for countries to share and discuss practical information on 
implementing transfer pricing (the ITD, for example, could assist in this respect by 
developing  a dedicated transfer pricing portal), or the establishment of a regular journal 
to develop and share developing country perspectives on transfer pricing.  

iv) The development of additional guidance, with particular relevance to countries which 
have little or no experience of transfer pricing, reflecting developing country realities 
and priorities. This may take the form, for example, of model legislation and regulations, 
model APA agreements, manuals for auditors, explanatory notes, e-learning tools etc.  

v) Development of an approach for putting in place governance mechanisms, in the context 
of anti-corruption measures, within the tax administration to ensure the integrity of 
transfer pricing examinations as well as of administrative rulings.  

vi) Exploring with developing countries the possible benefits they could derive from a 
sharing of administrative resources on a regional basis (e.g. through ATAF), including 
the setting up of regional transfer pricing expertise centres; the sharing of commercial 
and other databases (possibly with ITD assistance); the setting up of a library of training 
material and practical case studies; the performance of simultaneous or joint transfer 
pricing examinations (the Multilateral Convention on Administrative Assistance in Tax 
Matters, open to all countries, can provide a legal framework where implemented).  

vii) Developing mechanisms for providing developing countries with access to transfer 
pricing expertise when needed. This might be achieved, for example, through 
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secondments into developing countries to support auditors and/or assist with audit 
programmes, or the establishment of a transfer pricing “panel of experts”, or a web-
based forum, to provide responses to specific queries submitted by developing countries 
on policy, administration or audit issues. A list of acknowledged experts could be 
developed to assist countries in choosing experts.  

viii) Developing proposals for exploring the relationship between valuations for custom duty 
purposes and appropriate pricing for transfer pricing rules – with a view to co-
ordination or consistency between them and the effective sharing and use of 
information.  

ix) Developing approaches (together with related guidance) to put in place appropriate and 
efficient administrative recourses and dispute prevention and resolution mechanisms. 
This might include programmes designed to enhance the capability of judiciaries and 
quasi-judicial tribunals to consider transfer pricing issues and to share their experiences.  

x) iDeveloping approaches to encourage and enable taxpayer compliance with transfer 
pricing rules, including ensuring clarity of rules, building relationships with business, 
developing commercial understanding within the tax administration, and through 
rulings and advance pricing arrangements where appropriate.  

xi) Development of an approach to define the objectives of transfer pricing rules and design 
measurement tools to assess the extent to which such rules meet their objectives.  

30. The third category of initiative focuses on internationally developed standards and 
guidance on the application of the arm’s length principle to ensure that they are relevant to and 
applicable by developing countries. This might include, for example, proposals: 

• on ensuring that internationally developed approaches to transfer pricing are relevant 
to, and can be effectively applied by, developing countries, while meeting the twin 
objectives of protecting country tax bases and providing a predictable tax environment 
that avoids double taxation. This might include proposals, for example, on establishing 
effective channels of communication between developing countries and the OECD, UN, 
World Bank and other agencies, on transfer pricing issues (including through UN For a 
and the OECD’s Global Forum on Transfer Pricing, to be established in 2011, which  
working cooperatively should assist all countries to engage on an equal footing in 
formulation and implementation of transfer pricing rules), or proposals on the type and 
form of guidance and support developing countries might look for from these 
organisations.   

• on the development of norms and guidance designed to streamline or simplify the 
administration of transfer pricing rules, through, for example, rulings and advance 
pricing agreements where appropriate.    

• on international standards aimed at improving the ability of tax administrations to 
obtain necessary and relevant information from MNEs in the context of a transfer 
pricing audit. This might include, for example, development of guidance for MNEs on 
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the nature of information they should keep and provide to countries in the context of an 
audit, guidance on the use of international exchange of information or guidance on 
domestic information powers that developing countries might adopt in order to allow 
them to obtain relevant and necessary information from MNEs in the context of an 
audit. 

31. With these aims in mind, the initial work programme to be proposed by the sub group 
might include, or be drawn from, the following elements.  

i) Identifying and considering specific challenges faced by developing countries in 
evaluating, adopting, and then effectively implementing, transfer pricing rules, and 
making proposals on how internationally developed standards and guidance might 
internalise developing country realities and priorities and thus best ensure their 
relevance, applicability and accessibility to developing countries.   

ii) Making proposals for more coherent international co-operation on transfer pricing 
issues, both in the delivery of assistance and in the development of international 
guidance. For example, this could include making suggestions to promote coherence of 
guidance produced by the OECD, United Nations and others and co-operation in their 
development, preventing duplication of effort, while recognising the respective 
mandates and priorities of the various organisations. 

iii) Making proposals for encouraging consistency of country transfer pricing rules with 
internationally accepted principles, such that they are considered and transparent in the 
light of specific country circumstances. 

iv) Making proposals to ensure that guidance developed by and for developing countries on 
transfer pricing is consistent with internationally accepted principles, adapted where 
necessary to specific country circumstances in ways that are considered, transparent and 
justified, and which would achieve the twin objective of avoiding double taxation and 
double non-taxation.  

v) Considering other initiatives currently underway with a view to creating greater 
understanding and coherence as between the tax and development agendas (including 
the work under consideration by the other sub groups of the Task Force itself). For 
example: 

• mapping of international assistance in transfer pricing, 

• raising the profile of transfer pricing to donor agencies,  

• the work carried out by the Task Force’s Sub-group on Transparency in the Reporting of 
Financial Data, which is considering how business transparency could contribute to 
helping developing countries enforce their tax rules,    

• developing mechanisms for targeting aid in this area to where it will be most effective,  
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• improving coherence between tax capacity-building programmes and development 
programmes. 
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ANNEX I 

Composition of the Sub Group on Transfer Pricing – September 2010 

1 African Tax Administration Forum 
(ATAF) 

Itumeleng Kgosietsile 

2 Asian Development Bank (ADB) Sandra Nicoll 
3 Business and Industry Advisory 

Committee (BIAC) 
Jos Beerepoot (CC: Nicole Primmer) 

4 Christian Aid David McNair 
5 Ecuador Juan Carlos Campuzano 
6 Ernst and Young Barbara Angus 
7 European Union Tassilo von Droste (DG) 
8 European Commission Jean-Emmaunel Dulière 
9 Germany  Bernhard Groß (BMF) + Claudia 

Pragua (BMZ) 
10 Global Tax Justice Network John Christensen 
11 India Mr Ajit Kumar Jain 
12 Indonesia A. Sjarifuddin Alsah  
13 Kenya Duncan Onduru 
14 Latin American Network on Debt 

Development and Rights 
(LATINDADD) 

Juan Carlos Campuzano 

15 Malaysia Noor Azian Abdul Hamid 
16 Philippines Lourdes B. Recente 
17 Sierra Leone Herbert M’Cleod 
18 South Africa Johan Fourie 
19 Spain Carmen Moles (MEF) + Maria 

Villanueva Serrano (MFA) 
20 Switzerland Renato Salerno 
21 Unilever Jos Beereport 
22 United Kingdom Jessica Smith, Simon Whitfield 
23 United Nations Michael Lennard  
24 United States Itai Grinberg 
25 Working Party No. 6 on the Taxation of 

Multinational Enterprises 
Michelle Levac, Chair +  Harry 
Roodbeen, Stig Sollund 
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ANNEX II 
CONSULTATION WITH DEVELOPING COUNTRIES 

Background 

Three regional informal consultations were held in November 2010 to provide the opportunity 
for developing countries to input their views into the process for developing the sub group’s 
proposals. These were held during planned regional multilateral technical events in Africa, Asia 
and Latin America. 

The table below details the countries that participated in the consultations. 

Mexico 
Held in Mexico City, week of 8th November 
2010 

Brazil, Dominican Republic, Ecuador, 
Guatemala, Mexico, Morocco, Paraguay, 
Uruguay and Venezuela 

Nigeria 
Held in Abuja, week of 29th November 2010 

South Africa, Rwanda, Senegal, Niger, 
Gambia, Malawi, Zimbabwe, Botswana, 
Rwanda, DRC 

Malaysia 
Held in Kuala Lumpur, week of 29th 
November 2010 

Bangladesh, Cambodia, Fiji Islands, Hong 
Kong, India, Indonesia, Philippines, 
Singapore, Chinese Taipei, Thailand, 
Malaysia 

 

This annex summarizes the main issues and suggestions raised by countries in these discussions. 

Capacity Building Issues 

• Need for capacity building initiatives to be available in multiple languages 

• Development of web-based and other fora (e.g. a regular journal) for developing and 
sharing developing country perspectives and approaches to transfer pricing 

• Development of a library of practical case studies - illustrating audit strategy and 
practical application.  

• Need for countries to access expertise when needed – e.g. through establishment of a 
“panel of experts” or web-based forum to allow consultation on technical or practical 
issues 

Issues in adopting transfer pricing rules 

• Need for model transfer pricing legislation and guidelines reflecting developing country 
circumstances 
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Implementation Issues 

Implementation of transfer pricing rules is a key issue for developing countries. Indeed some 
countries have adopted transfer pricing rules but have yet to implement them 

• Availability of reliable domestic or regional information on third party pricing (that may 
serve as the basis for comparability) is a fundamental issue. Suggestion of international 
co-operation (such as regional databases or exchange of information processes) to 
alleviate this 

• Need for guidance in the administration of a transfer pricing regime, including the 
building of specialist expertise, the formation of a dedicated transfer pricing team or 
unit, central management of transfer pricing audit strategy; oversight of transfer pricing 
case selection and audits 

• Need to share experience in strategies for implementing a transfer pricing regime e.g. 
allowing a period of “grace” between adoption of the rules and enforcement to allow 
taxpayers and tax authority to understand compliance and enforcement issues 

• Need to develop effective audit case selection procedures 

• Difficulties encountered in resolving transfer pricing audits – is the approach used by 
many OECD countries, involving negotiation and compromise, suitable for developing 
countries?  

• Approaches to avoiding disputes – through APAs and other rulings 

• Problems associated with imbalance of experience between tax administrations and well 
advised MNEs 

• Need to encourage voluntary compliance  

Technical Issues 

• Difficulties in obtaining reliable comparable information 

• Difficulties in obtaining the information needed to establishing whether parties to a 
transaction are associated for transfer pricing purposes 

• Relationship between valuations for custom duty purposes and establishing appropriate 
pricing for transfer pricing purposes could be explored – with a view to co-ordination 
and between them 

• Specific issues identified by developing countries: intra-group services, management 
fees 
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