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Transfer pricing is the fair and compliant pricing of transactions between
your company’s global entities, ensuring you avoid double taxation, meet
regulatory standards, and support growth.

The right transfer pricing method is essential for compliance and audit
readiness. Key methods include: 

CUP (matching transactions to market prices), 
RPM (basing prices on reseller margins), 
Cost Plus (adding markups to service or production costs), 
TNMM (comparing profit margins to similar companies), and 
Profit Split (dividing profits based on contribution). 

Each method aligns with different transaction types, and selecting the best
fit keeps your pricing fair and aligned with market standards (arm’s length).

To build a strong transfer pricing framework, the DID2 approach—Design,
Implementation, Documentation, and Defence—keeps policies aligned with
your business realities. This structured approach involves tailoring a policy
that fits your operations, ensuring consistent application across teams,
maintaining clear, audit-ready records, and staying prepared to address tax
authority questions.

Operational Transfer Pricing then embeds these processes into daily
operations, using automation and monitoring to keep pricing accurate,
compliant, and ready to scale with your business.

Ultimately, transfer pricing is more than compliance; it’s a growth tool. A
robust transfer pricing setup supports easy scaling, boosts financial
efficiency, builds investor confidence, and enables smarter decisions,
creating a strong foundation for sustainable growth.

Partner with iVC Consulting to make transfer pricing a clear, strategic
advantage for your business, with support at every step—from selecting the
best methods to embedding operational transfer pricing for streamlined,
growth-ready compliance.

BOOK A FREE CALL HERE!

https://ivc-consulting.com/
https://outlook.office365.com/book/Talktous@ivc-consulting.com/


This guide introduces a structured model to help SMEs, startups and
scaleups navigate transfer pricing (TP) with clarity and confidence. 

INTRODUCTION TO THE
TRANSFER PRICING GUIDE

UNDERSTANDING TRANSFER PRICING

TRANSFER PRICING METHODS

DESIGN DOCUMENTATION

OPERATIONAL TRANSFER PRICING

IMPLEMENTATION

SUSTAINABLE GROWTH

DEFENCE

Each layer of this model represents key components of a TP strategy:

Understanding Transfer Pricing: Establishes the fundamentals of
TP, explaining what it is, why it matters, and how it ensures
compliance and supports strategic planning for businesses
operating across borders.

Transfer Pricing Methods: Covers primary TP methods, such as
Comparable Uncontrolled Price (CUP) and Cost Plus, aligned with
the Arm’s Length Principle, guiding businesses in selecting the
method best suited to their transaction types and industry.

Design, Implementation, Documentation, and Defence (DID2)
Approach: Provides a structured approach to designing a
customized TP policy, implementing it effectively, documenting
transactions thoroughly, and preparing for audits, essential for
compliance and minimizing risk.

Operational Transfer Pricing: Provides a structured approach to
establishing and customizing TP policies, procedures and controls
to enable real-time data monitoring, consistency and traceability,
plus collaboration across tax, finance, legal, commercial teams. 

Sustainable Growth: Represents the ultimate objective, where a
robust TP strategy not only ensures regulatory compliance but
also supports scalable growth, long-term expansion, and
profitability in global markets.

 Let’s start!
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The Importance of Transfer Pricing for International
Businesses

For businesses expanding internationally, establishing a solid transfer
pricing policy is essential. Proper transfer pricing:

Minimizes tax risks: It prevents disputes by ensuring that tax
authorities see a fair distribution of profits across countries.

Supports growth: With transfer pricing strategy set early, businesses
can expand internationally with a scalable, compliant operational
model.

Prepares companies for audits: A well-documented transfer pricing
policy demonstrates compliance, reducing risks of penalties or tax
adjustments.

Transfer pricing, therefore, isn’t only about compliance; it’s about building a
framework for sustainable growth that aligns with international tax
standards. By establishing these basics, a business sets a foundation that
will support more specific methods, policies, and processes as it scales
across borders.

BASICS OF
TRANSFER PRICING
Transfer pricing is the method used by international companies to
determine prices for transactions between their entities across borders.
Whether it’s transfer of goods, services, or intellectual property, these
transactions must reflect fair market prices—just as they would between
independent companies. This approach, known as the arm’s length
principle, ensures transparency and fairness in how profit is allocated and
how each country’s tax obligations are met. 

Transfer pricing ensures that transactions within a 
multinational business are priced fairly.

By setting up transfer pricing correctly from the start, you lay a 
foundation for compliance and sustainable growth 

as you expand internationally.
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Comparable Uncontrolled Price (CUP) Method: The CUP method compares
the price charged in a controlled transaction between related entities to the
price charged in a comparable transaction between unrelated parties.
When external benchmarks are available, this method offers a
straightforward approach. However, in niche markets or with unique
products, finding reliable comparisons can be challenging.

METHODS OF
TRANSFER PRICING
With a solid understanding of transfer pricing basics, the next step is
choosing the right method to set fair, arm’s length prices. Each method fits
different transactions and industries, offering specific advantages aligned
with your company’s unique operations and structure.

Resale Price Method (RPM): RPM is typically used for distribution or resale
scenarios. Here, the transfer price is determined by taking the resale price to
an external customer and subtracting an appropriate margin. This method
is especially relevant in industries where reselling products is common but is
less suitable for services or intangible assets.

The CUP method compares the price in a controlled transaction
 to the price in a similar, unrelated transaction, making it 

an ideal approach when external benchmarks are available.

Cost Plus Method: Often applied in manufacturing or service contexts, the
Cost Plus Method calculates the transfer price by adding a markup to the
production or service costs. This method works well when costs can be
clearly allocated, such as in standardized production settings, but may be
less applicable for high-value, knowledge-based services.

The RPM is ideal for distribution scenarios, setting 
the transfer price by subtracting a reseller’s margin 
from the final resale price to an independent buyer.

The Cost Plus Method is ideal for manufacturing or service 
transactions, setting the transfer price by adding a markup 

to the production or service costs.

COMMONLY USED TRANSFER PRICING METHODS
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METHODS OF
TRANSFER PRICING
Transactional Net Margin Method (TNMM): examines the net profit margin
of a controlled transaction and compares it to that of similar transactions in
unrelated entities. This method is especially useful in complex or highly
integrated business operations where exact comparables are hard to find.

Profit Split Method: Used when both parties contribute significantly to a
transaction, the Profit Split Method divides profits based on each party's
relative contribution. This method is ideal for joint ventures or collaborative
R&D projects, where both entities create substantial value in different ways.

TNMM is ideal for complex operations, comparing the net profit margin 
of related-party transactions to those of similar, independent companies.

The Profit Split Method divides profits based on each party’s contribution,
ideal for transactions involving intangibles, with significant joint input.

CHOOSING THE RIGHT METHOD FOR YOUR BUSINESS

The appropriate method depends on the nature of your intercompany
transactions and the data available. For straightforward, comparable
products or services, methods like CUP or RPM may be ideal. In contrast, for
complex or interdependent operations, TNMM or the Profit Split Method
may offer a more practical approach. Choosing a suitable method ensures
compliance with the arm’s length principle, reduces audit risks, and signals
to tax authorities that your transfer prices align with market standards.

Once the right method is selected, the next step is integrating it effectively
across your operations. A structured approach to design, implementation,
documentation, and defense (DID2) will ensure that your transfer pricing
strategy is both compliant and operationally seamless.

Choosing the right transfer pricing method ensures compliance, but
structured integration is key for lasting success.
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DID2 APPROACH
After selecting the right transfer pricing method, the next step is integration.
The DID2 approach offers a framework to ensure your strategy is
comprehensive, compliant, and efficient, with four key stages.

The Design phase involves crafting a transfer pricing policy that aligns with
your business model and strategic objectives. Key considerations include:

Alignment with Business Activities: Ensuring the transfer pricing
policy reflects the economic realities of intercompany transactions.
Scalability: Developing a policy that can adapt as your company
grows and enters new markets or introduces new products.
Risk Assessment: Identifying potential tax risks and structuring
transactions to mitigate them proactively.

By thoughtfully designing your transfer pricing policy, you lay a strong
foundation that supports both compliance and business goals.

DESIGN

In the Implementation phase, the focus shifts to operationalizing your
transfer pricing policy. This involves:

Integrating into Operations: Embedding transfer pricing calculations
into your accounting systems and processes to ensure consistency.
Cross-functional Collaboration: Coordinating finance, tax, and
operations to apply the policy accurately across transactions.
Training and Communication: Educating relevant staff about the
policy to promote understanding and correct application.

Effective implementation ensures that your transfer pricing policy is not just
theoretical but actively guides day-to-day operations.

IMPLEMENTATION

Effective implementation embeds the transfer pricing policy across
departments, ensuring efficiency, consistent application and compliance.

A well-designed transfer pricing policy aligns with operations, anticipates
growth, and mitigates tax risks, forming a sustainable foundation.
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DID2 APPROACH

Documentation is critical for demonstrating compliance with tax
regulations and defending your transfer pricing positions, if audited. Key
elements include:

Master File and Local File Preparation: Creating comprehensive
documents detailing global operations (Master File) and
intercompany transactions in each country (Local File).
Consistent Record-Keeping: Maintaining up-to-date records of all
transfer pricing analyses, agreements, and supporting data.
Transparency: Clearly explaining your transfer pricing methodologies
and how they align with the arm's length principle.

Thorough documentation provides clarity and is essential for satisfying
regulatory requirements.

DOCUMENTATION

The Defence stage prepares your company to respond effectively to tax
audits or inquiries. This involves:

Audit Readiness: Regularly reviewing and updating your transfer
pricing policies and documentation to reflect current business
activities and regulatory changes.
Monitoring Regulatory Changes: Staying informed about tax law
developments in all jurisdictions where you operate.
Expert Support: Engaging transfer pricing specialists or advisors to
strengthen your position and navigate complex disputes.

Prepared defence enables your company to confidently address tax
authority challenges, minimizing penalty risks.

DEFENCE

Thorough documentation ensures compliance with the help of
transparent, up-to-date records aligned with tax regulations.

Prepared defence strategies and documents minimize risks by enabling
confident responses to tax authority challenges.
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Automation and Technology Integration: Automating
calculations, data collection, and reporting manages high
transaction volumes efficiently, reduces errors, and ensures
consistent policy application across regions.

Routine Monitoring and Adjustments: OTP involves regular
monitoring of transactions to ensure they remain aligned with the
established transfer pricing policies. Routine checks also allow
companies to make timely adjustments if market conditions
change, keeping the pricing policy dynamic and relevant.

Cross-Departmental Collaboration: Effective OTP requires
collaboration across finance, tax, and operations. Clear
communication and shared understanding enable teams to
promptly resolve issues and ensure consistent policy application.

Data-Driven Decision-Making: Leveraging data refines transfer
pricing and boosts efficiency. Regular reviews enable real-time
adjustments, keeping companies compliant and proactive.

OTP integrates transfer pricing into daily operations, streamlining
compliance and building a scalable structure.

OPERATIONAL
TRANSFER PRICING (OTP)
With a transfer pricing method and DID2 framework in place, the next focus
is Operational Transfer Pricing, which embeds pricing processes into daily
operations. By making transfer pricing integral to everyday processes,
businesses ensure consistency, streamline compliance, and build a scalable
structure.

KEY ELEMENTS OF OPERATIONAL TRANSFER PRICING

OTP relies on automation, monitoring, collaboration, and data-driven
decisions for efficient, compliant transfer pricing.
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Scalability: With a structured transfer pricing policy, businesses
can expand into new markets or add subsidiaries without
overhauling their transfer pricing or operating model. This
scalability reduces the time and effort typically needed to adapt
compliance processes during growth stages.

Financial Efficiency: A properly implemented transfer pricing
strategy improves cash flow and tax efficiency by aligning
resource allocation across entities. This financial flexibility allows
the business to reinvest and innovate more freely, supporting
faster growth.

Investor Appeal: A transparent, compliant transfer pricing
structure reduces risk and builds confidence with investors and
stakeholders. By minimizing tax risks and ensuring proactive
compliance, companies make themselves more appealing as
stable investment options.

Better Decision-Making: Embedded transfer pricing processes
provide access to valuable data insights, supporting better
strategic decisions. Accurate, cross-border financial data helps
leaders plan and execute growth-focused initiatives effectively.

A well-structured transfer pricing framework enables scalable growth,
financial efficiency, and stronger investor appeal, positioning the business

for long-term success.

USING TRANSFER PRICING
TO GROW YOUR BUSINESS
A well-structured transfer pricing approach does more than ensure
compliance—it becomes a foundation for sustainable growth. Each element
of your strategy, from selecting the right method to embedding processes
in daily operations, supports the business’s ability to scale, improve financial
efficiency, and attract investment.

GROWTH BENEFITS OF A STRONG TP FRAMEWORK
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PARTNER WITH 
ON YOUR TRANSFER PRICING
Transfer pricing is complex—but with us, you don’t have to navigate it alone.
We bring deep expertise to make transfer pricing an asset, not a burden,
for your business. Here’s how we can support you through each stage:

1. DEEP BUSINESS UNDERSTANDING: SETTING A STRONG FOUNDATION
We plunge into your realities, analyze your business model, discuss future
plans to identify key transactions, and choose the best transfer pricing
strategies to ensure compliance and avoid audit risks. By laying a solid
foundation, we help you start with confidence.

2. DID2 FRAMEWORK: BUILDING A COMPLIANT, SCALABLE STRUCTURE
Design: We develop a tailored transfer pricing policy that aligns with your
operations and growth strategy.
Implementation: Our team integrates the policy seamlessly into your daily
operations, coordinating across departments for consistent application.
Documentation: We create audit-ready records, ensuring your business is
prepared to meet both local and global regulatory standards.
Defence: We stand by you, offering ongoing support to handle audits or
inquiries with confidence.

3. OPERATIONAL TRANSFER PRICING (OTP): SIMPLIFYING  DAILY
COMPLIANCE
With automation and data insights, we make transfer pricing a consistent
part of your daily processes, reducing manual effort and ensuring accuracy
across transactions. OTP scales effortlessly as your business grows.

4. DRIVING GROWTH THROUGH STRATEGIC TRANSFER PRICING
Transfer pricing is more than compliance—it’s a tool for growth. We help you
leverage your transfer pricing framework to optimize cash flow, enhance
investor appeal, and enable data-driven decision-making, turning
compliance into a growth driver.

With iVC Consulting, transfer pricing becomes a streamlined, growth-
focused strategy, tailored to meet your unique needs at every step.
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