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Foreword

Since 2012, when the Practising Law Institute first published the 
Transfer Pricing Answer Book, there have been many noteworthy 
developments in the area of transfer pricing. In 2013, leaders of the 
G20 nations endorsed an Organisation for Economic Cooperation 
and Development (OECD) initiative to combat base erosion and profit 
shifting (BEPS), including, in particular, the use of transfer pricing 
strategies to shift profits. Developing nations are increasingly part 
of the dialogue around standardsetting in transfer pricing. Legisla
tors in the United States and the United Kingdom conducted public 
hearings on the transfer pricing practices of multinationals. The Euro
pean Union Commission began to investigate whether advance pric
ing agreements granted by Ireland, Luxembourg, and the Netherlands 
constitute “state aid” in violation of the Treaty on the Functioning of 
the European Union. In the United States, the Internal Revenue Ser
vice made substantial strides in developing its Transfer Pricing Prac
tice. Several important transfer pricing cases are working their way 
through the courts. And perhaps most significantly, transfer pricing 
became a regular topic in the mainstream press around the globe.

These developments make clear that tax authorities and the pub
lic are increasingly aware of and concerned about the transfer pricing 
practices of multinational businesses. Tax officials are deploying more 
of their local tax enforcement resources on transfer pricing. Unfortu
nately, local tax officials from different countries do not always agree 
on the principles and analytical techniques to apply in evaluating par
ticular transfer pricing fact patterns. Some are questioning whether 
the armslength principle, long the pillar of transfer pricing analysis, 
is still viable. Many fear that erosion of accepted global norms may 
overwhelm administrative capacity, such as under the mutual agree
ment procedures (MAP), and increase dramatically the incidence of 
double taxation.

For international businesses, transfer pricing planning, compli
ance, and controversy can be a frustrating and expensive experience 
that is difficult to avoid or shortcut. Business has become global, and 
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companies often find that it is most efficient to organize around func
tional, rather than geographic, lines. Even relatively small businesses 
may have international operations. Tax law and compliance obliga
tions cannot, and certainly should not, hinder the adaption of busi
ness to our increasingly global economy.

In light of the rapid pace of change in the tax laws and business para
digms, it is critical that companies have access to up to date, practical 
guidance on the law and practice of transfer pricing. The Transfer Pric-
ing Answer Book discusses all aspects of transfer pricing—the policy 
issues, the law and regulations, applicable procedures, the role of eco
nomic analysis, and planning a transfer pricing strategy. It provides 
an overview of the IRS’s approach to transfer pricing enforcement and 
the unique procedural options for defending an international transfer 
pricing case. It follows a question and answer format that is designed 
to provide practical, accessible, and uptodate guidance on the myr
iad issues that fall under the very broad rubric of “transfer pricing law 
and practice.” As such, the Transfer Pricing Answer Book is an impor
tant resource for every practitioner grappling with the challenges of 
transfer pricing compliance.

Sam Maruca, Esq. 
Covington & Burling LLP, formerly 
Director, Transfer Pricing Operations 
for the Internal Revenue Service 
(2011–2014)

June, 2015
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