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SHORT COMMENTS ON OECD PROJECT ABOUT SIMPLIFICATION MEASURES IN TRANSFER PRICING  
 
 
Dear Sirs, 
just few words targeted to simplification measures. 
It’s very interesting the work by OECD of summarizing rules and simplification practices about transfer 
pricing across Countries. 
The report gives a complete survey on the matter. 
 Simplification measures should be linked to the rules on administrative processes to avoid litigation 
(chapter IV) and on documentation (chapter V) of the current -2010- Transfer pricing guidelines. 
For small medium enterprises Guidelines are intended to find pragmatic ways in order to simplify 
compliance  
 
(TPG Guidelines- 2010 ) 3.83 Small to medium sized enterprises are entering into the area of transfer pricing 
and the number of cross-border transactions is ever increasing. Although the arm’s length principle applies 
equally to small and medium sized enterprises and transactions, pragmatic solutions may be appropriate in 

order to  take it possible to find a reasonable response to each transfer pricing case. 
 

The target should be to simplify burden of proving , rectius documenting,  that the policy of transfer pricing 
is at arm’s length and so saving  excessive costs. 
 
We think that when internal comparables are current the burden related to the comparability analysis is 
less costly than in other circumstances and so also small medium enterprises are easily able to document 
their policy as other firms. 
Real problems may source when associate enterprises  have to use external comparables and especially 
editor’s databases including financial data of a wide range of firms. 
For instance in Italy a recent legislation on documentation (Agency decree dated September 29 ,2010) rules 
that when small medium sized enterprises are current comparables extracted by databases are valid for a 
three years periods (when other circumstances are met) and this is a good way for limiting search costs : 
database comparables are searched one time every three years. 
Other simplifications could be targeted for low cost functions and services when the added value is not 
relevant. 
On an abstract  point of view each simplification measure is contrary to the pure notion of the arm’s length 
principle. 
However a balance between the pure notion of the arm’s length principle and the costs for compliance is 
useful just to assess if simplification measures are still able to reach good results enough to justify , on a 
practical point of view, the release of the above mentioned  pure notion and in so doing also reaching 
relevant saving of administrative and compliance costs. 

http://www.studiomusselli.it/


STUDIO MUSSELLI   
TAX, LEGAL AND FINANCIAL ADVISORS 

 

 
 

ITALY - 20121 MILAN - CORSO GARIBALDI, 73    
TEL. 0039.02.72.00.12.27  - FAX.0039 02.72.00.19.37  

www.studiomusselli.it 
e-mail: a.musselli@studiomusselli.it 

 

 
 
When low added functions are current and, for instance,  routinary services are to be evaluated at cost plus 
it could be a simplification (especially for small medium sized enterprises) to enforce a safe harbor about a 
reasonable margin (or range of margins)  to be applied at costs. 
Obviously this margin should be agreed at international level (that’s to say at OECD level) to avoid double 
taxation issues. 
Each country Administration during audit  could challenge, for instance,  that the service is not a low margin 
service or that the costs which have been included  are not at the benefit of the commitment of the service 
but when these issues are  not at stake the fact that an agreed margin is applied could avoid expensive 
search  of comparables when the results of the search may differ just a little from the agreed safe harbor. 
Here the saving of administrative costs related to the comparables search could justify the simplified 
method and the deviance from the pure notion of the arm’s length principle (a drafting document of EU 
Joint transfer pricing forum recently mentioned the solution).  
 
Best regards 
Andrea Musselli 
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