
PKF statement

PKF FASSELT SCHLAGE

PKF statement

In the developed economies of the world, still struggling to recover from the impact of the 

Global Financial Crisis, there is an increasing risk that enterprises incorrectly report their pro-

fi ts in countries where the tax burden is relatively low. Governments and tax authorities are 

now developing the regulations and resources to challenge them, with the assistance and 

support of the OECD, the IMF, and other international organizations. For this reason enterpri-

ses involved in cross-border transactions with related parties are required to prepare transfer 

pricing documentation. More and more often tax auditors in Germany and abroad focus their 

attention on such documentation

Transfer Pricing

Mr. Jacobs, what do you think is most impor-

tant in approaching the Transfer Pricing chal-

lenge?

As an entrepreneur you need to look on the transfer 

pricing issue from the tax authority’s perspective, 

ask yourself how both countries will react to local 

country results in terms of profi tability and your inter-

company transfer pricing strategy. The authorities 

would want to understand why you chose this par-

ticular strategy for your company. In other words: 

put yourself in the tax authority’s shoes!

What should be avoided right from the out-

set?

You defi nitely should avoid the creation of suspicion! 

Suspicion may result from confusing explanations of 

facts, analyses, or your Transfer Pricing strategy. So 

use plain language right from the outset! Plus you 

should try to avoid unpleasant surprises. Dr. Dietrich Jacobs, PKF Fasselt Schlage
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What sort of surprises do you mean? 

I am referring to surprises at the year-end that may result 

from inconsistencies in your documentation. Inconsisten-

cies can be hugely damaging to a defence.

Therefore, consistency is absolutely essential. Documenta-

tion prepared for one jurisdiction should never contradict 

an analysis or information provided to another tax authority. 

Double Tax Treaties generally provide for the exchange of 

information between the tax authorities.

What can be done to avoid unpleasant surprises?

Adopting a proactive approach is often more effi cient than 

reacting to unpleasant surprises at the year-end. I would 

suggest, for example, changing prices in mid-year rather 

than at the year-end. Furthermore, I would recommend per-

forming a fi rst interim review after six months and a second 

review after the third quarter so that adjustments can be 

made where necessary. This will certainly help reducing the 

risk of unwanted surprises.   

Do you have any further recommendations?

Keep the documentation simple and uncomplicated. A 

straightforward approach to Transfer Pricing is simpler to 

administer, reduces audit risk, and is easier to defend, when 

necessary. An appropriate Transfer Pricing strategy can 

optimize cash management, and helps to avoid disruption 

to day-to-day operations.
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