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ABSTRACT

This article presents a comparative analysis of transfer pricing as a regulatory mecha-
nism for enterprises engaged in foreign economic activity across countries with diverse
tax systems, including the United States, the United Kingdom, Germany, China, Poland,
and Ukraine. Transfer pricing is shown to play a crucial role in ensuring financial trans-
parency, mitigating tax risks, and aligning the conditions of cross-border transactions
between related parties. The study examines the application of the arm’s length princi-
ple, documentation requirements, methods for determining market price ranges and
profitability benchmarks, as well as dispute resolution mechanisms in different jurisdic-
tions. Particular attention is given to Advance Pricing Agreements (APAs) and Mutual
Agreement Procedures (MAPs) as key tools for minimizing double taxation and enhanc-
ing the predictability of tax outcomes for multinational enterprises.

The comparative analysis reveals significant differences in regulatory approaches: the
United States and the United Kingdom are characterized by methodological flexibility
and robust APA programs; Germany demonstrates high efficiency in MAP procedures
and a balanced evaluation of intercompany transactions; China adopts stricter control
measures and primarily unilateral adjustments; Poland has intensified its regulatory
framework, imposing substantial sanctions while expanding APA usage. Ukraine, cur-
rently undergoing tax system reform, is striving to harmonize with international stand-
ards but requires improvements in MAP procedures, APA implementation, and a more
flexible approach to method selection.

The findings support the development of policy recommendations aimed at strengthen-
ing Ukraine’s institutional framework for transfer pricing regulation. These include en-
hancing transparency in foreign economic operations, reducing tax-related risks, en-
couraging investment activity, and aligning national practices with OECD standards and
BEPS initiatives.

Keywords: transfer pricing, arm’s length principle, foreign economic activity, Advance
Pricing Agreement (APA), Mutual Agreement Procedure (MAP), tax regulation,
comparative analysis, BEPS, international taxation, risks
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INTRODUCTION

In the current conditions of global economic development, the transnationalization of
business, the integration of national markets into global value chains, and the growth
of foreign economic activity of enterprises create new challenges for taxation and finan-
cial control systems. One of the most sensitive and, at the same time, strategically
important mechanisms for regulating the foreign economic activity (FEA) of enterprises
is transfer pricing — a system for setting prices for goods, works, services, and intangible
assets within a single group of companies operating in different countries.

In countries with different tax systems, transfer pricing becomes not only a tool for
financial planning for enterprises, but also a subject of increased scrutiny by state fiscal
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authorities. Setting unreasonably low or high transfer prices can lead to the artificial redistribution of profits between
jurisdictions in order to minimize tax liabilities, which in turn creates conditions for tax arbitration and the distortion of
market competition.

In this regard, transfer pricing regulation is becoming an important component of countries' tax policies. International
organizations, in particular the Organization for Economic Cooperation and Development (OECD), have developed a num-
ber of recommendations on the arm's length principle, which are designed to ensure a fair distribution of profits between
countries. However, the effectiveness of the implementation of these recommendations varies significantly depending on
the level of development of national tax systems, the availability of institutional capacity, and the overall economic strategy
of countries.

In this context, a comparative analysis of transfer pricing in countries with different tax systems allows for a deeper
understanding of the nature and consequences of applying this instrument, identifying the most effective regulatory mod-
els, and adapting best practices to Ukrainian realities. Such research is particularly relevant in the context of the reform of
the Ukrainian tax system, the strengthening of international cooperation in the field of countering BEPS (Base Erosion and
Profit Shifting), and the desire to harmonize domestic tax legislation with European standards (Karen B. Brown, 2017).

LITERATURE REVIEW

In contemporary academic discourse, the OECD's international transfer pricing standards continue to serve as a benchmark
for legislative and administrative taxation models in many countries. As stated in the OECD guidelines, transfer pricing
should ensure the arm's length principle, support the economic reality of transactions, and ensure a fair distribution of
income between jurisdictions (Myskin et al., 2024).

Theoretical approaches and general models

According to domestic and foreign researchers, transfer pricing is not only an accounting or bookkeeping tool but also a
strategic mechanism for tax planning and foreign economic activity regulation. Thus, in an article by Mykola Pasichnyi
devoted to TP in the system of priorities of Ukraine's tax policy, the author emphasizes that transfer pricing should play
the role of a “lever” for balancing the interests of business and the state, while protecting against tax evasion (Pasichnyi,
M. 2024).

In the context of international business and multinational corporations, as noted by Mediaty Hasanuddin et al. (2025), TP
is often used as a tool for transferring profits to jurisdictions with lower tax rates. They point out that low standardization
and weak control by fiscal authorities in countries with limited institutional capacity significantly increase the tax aggres-
siveness of companies (Mediaty et al., 2025).

In turn, some studies demonstrate the ambiguity of the impact of transfer pricing on tax evasion. For example, the work
of Ferry Irawan et al. (2020) showed that in the Indonesian companies studied, TP had a significant negative impact on
tax evasion, indicating that companies did not use TP as a means of minimizing tax liabilities, but instead engaged in
earnings management (Irawan, Kinanti, Suhendra, 2020).

Empirical research: Transfer pricing and tax avoidance

According to researchers Citra Traisma and Luk Fuadah (Triasma, Faudah, 2025), who reviewed the literature on transfer
pricing practices and tax avoidance in Indonesian SMEs, transfer pricing is one of the leading strategies for corporate tax
avoidance — through overpricing or underpricing in intra-group transactions between legal entities.

Other researchers support this position. For example, Berlin Barus et al. (2024) in their work on the impact of company
multiplicity and transfer pricing on tax evasion found that multinational companies more often use transfer pricing as a
means of minimizing their tax burden.

At the same time, as shown by the study by I Gusti Ayu Made Winda Maharani and Anak Agung Gde Putu Widanaputra
(2025), the effect of transfer pricing on evasion can be modulated by factors such as the profitability of the enterprise: in
their study, profitability weakened the impact of transfer pricing on tax evasion (Maharani, Widanaputra, 2025).
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The context of national regulation and challenges for countries with economies in transition

In his study on the historical stages of development of the international taxation system, I.V. Orlov (2024) emphasizes
that transfer pricing plays a key role in the transformation of tax regimes and their harmonization with international
standards (Orlov, Zakharov, 2024).

In a more recent work, V. Kraievskyi (2025) examines how global challenges — in particular ESG (environmental, social,
and corporate responsibility) trends — are beginning to influence transfer pricing policy, indicating an expansion of the role
of transfer pricing not only as a tax issue but also as an element of corporate governance (Cooper, Skopljak, (2014);
Kraievskyi, Polishchuk, (2025)).

Critical remarks on traditional approaches

Classical theorists such as Stanley Langbein criticize the standard arm's-length approach, pointing to the so-called contin-
uum price problem: in fact, if the market price range is wide or unclear, companies have considerable freedom to manip-
ulate, which undermines the basic premises of fair taxation (Langbein, Fuss, 2018).

Similar questions are raised by recent theoretical models, particularly those published in 2025, which show that for com-
panies with high-tech intangible assets, the choice between “markup” and “royalty” as a transfer price can significantly
affect their after-tax profitability, even under strict control (Kang, Ma, Tian, Wu, 2025).

As we can see, a huge proportion of studies show that transfer pricing is one of the main tools for tax avoidance or profit
shifting, especially for multinational companies operating in several jurisdictions.

Empirical results are ambiguous: the impact of transfer pricing on tax avoidance strongly depends on the context — the
industry, the company's internal policy, profitability, the scale of the business, and the institutional capacity of the tax
authorities. For countries with economies in transition (such as Ukraine, Poland, etc.), a comparative approach is particu-
larly important, as it allows for the adaptation of international experience and takes into account national characteristics —
legal, economic, and institutional.

In line with current challenges, transfer pricing regulation requires not only legislative changes, but also changes in cor-
porate approach, improvement of administrative procedures, and enhancement of the fiscal capacity of states. In light of
this literature review, our article, which aims to conduct a comparative analysis of transfer pricing as a regulatory mecha-
nism for foreign economic activity in countries with different tax systems, is relevant and timely. It can fill gaps in research
by combining theoretical approaches, international experience, and Ukrainian practice, as well as provide practical recom-
mendations for the formation of an effective transfer pricing policy in the context of globalization.

AIMS AND OBIJECTIVES

The purpose of this article is to conduct a comparative analysis of transfer pricing as a regulatory mechanism for foreign
economic activity of enterprises in countries with different tax systems, identify the main risks and advantages of using
transfer prices in the international business environment, and formulate recommendations for improving the relevant
regulatory policy in Ukraine. The main objectives of the study are:

= to examine the peculiarities of transfer pricing regulation in countries with different tax systems, using the examples
of the United States, the United Kingdom, China, Germany, and Poland;

= to identify key approaches to transfer pricing control in these countries, including methods for determining market
prices, documentation requirements, and liability measures for violations;

= to identify best practices in transfer pricing that can be adapted to Ukrainian conditions;

=  to formulate practical recommendations for improving Ukraine's national regulatory policy in the field of transfer
pricing, taking into account international experience and the requirements of the BEPS initiative.

METHODS

To achieve the goals and objectives set out in the article, general scientific and specific scientific research methods were
used in the work. In particular:

1. Comparative analysis was used to identify the advantages and weaknesses of using transfer pricing to stimulate the
development of foreign economic activity of enterprises in different countries of the world; comparison and

DOI: 10.55643/ser.4.58.2025.638 7


https://ser.net.ua/
https://www.fta.org.ua/

COLTAJIbHO-EKOHOMIYHI BIJHOCVHM B LIMGPOBOMY CYCMILIbCTBI
Tom 4 (58), 2025

generalization methods helped to establish the common and distinctive features of transfer pricing in foreign
economic activity of enterprises.

2. Graphical interpretation methods were used to visualize financial and economic processes in the article.

3. Methods of analysis and synthesis, as well as induction and deduction, contributed to the formation of a synergistic
research methodology.

The methodological approach for achieving the defined goals and objectives is based on the formal functional structure of
transfer pricing as a mechanism for regulating the foreign economic activity of enterprises, which can be described using
the following formula:

MTP = f(P, P, 0p,5,,M, 1) (1)

where: P — goals and objectives, P, — principles, 0, — control objects, S, — subjects, M — methods for determining market
prices, | — implementation tools.

The model is based on comparing the transfer price T, with the range of market prices/indicators, i.e., the basic criterion
for assessing the marketability of the transfer price T, is its compliance with the range of independent prices:

Ty € [Prmin; Pnax] ()
where: Poin; Pnax — minimum and maximum values (lower and upper limits) of the market range.

For profitability:

Ry € [Ro1; Ros] (3)
where: Ry1; Ros — profitability quartile of comparable companies.

The assessment of deviation must meet the following criteria:
" AT =T, - Pneq

= AT~ 0 - the transaction complies with the arm’s length principle.
= IfAT > 0 - the transfer price is higher than the market price;

. IfAT < 0 - the transfer price is lower than the market price.

Pnea - the median value of the market price or profitability range is determined on the basis of comparable (uncontrolled)
transactions. This is the central value of the range, which is used as a benchmark when assessing the compliance of the
transfer price with the arm’s length principle.

In international transfer pricing practice (OECD, BEPS, legislation of most countries), the median is a statistically stable
and least distorted indicator among market values.

It is used in cases where:

= the range of profitability is wide;

= the data is uneven or contains “tails”;

= there are extreme values that distort the arithmetic mean.

In this article, the structural and functional model of transfer pricing is considered as an integrated system of foreign
economic activity regulation, combining both regulatory and economic instruments to achieve the goal of ensuring that
cross-border transactions are carried out under market conditions and that profits are distributed fairly between jurisdic-
tions. Its implementation will make it possible to more effectively combat tax evasion and artificial profit reduction, espe-

cially in the context of complex transactions and the use of offshore schemes, as well as to integrate national approaches
to transfer pricing into the international tax architecture.
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RESULTS

By conducting a comparative analysis of tax regimes in different countries and analyzing their impact on transfer pricing,
we aim to compile a list of challenges faced by multinational companies and approaches used to minimize them and ensure
the legality and fairness of foreign economic agreements.

One of the main problems of any country's tax policy is the development of transfer pricing mechanisms that are of priority
importance for minimizing taxation and determining appropriate prices for transfer transactions established by different
countries and international organizations (Zawadzka-Pak, 2022).

It should be emphasized that control over compliance with transfer pricing requirements is usually exercised by tax au-
thorities through audits and investigations. In the course of supervision, tax authorities analyze the validity of the prices
applied, comparing them with market conditions in comparable transactions between independent parties, and use the
transfer pricing methodology defined by the OECD guidelines. However, during audits, disagreements often arise between
taxpayers and regulatory authorities regarding the correctness of transfer pricing, which leads to a significant number of
international tax disputes and cases related to transfer pricing. To resolve these disputes, mutual agreement procedures
(MAP) and advance pricing agreements (APA) are used, which provide a legal basis for reaching an agreement between
the parties.

The Mutual Agreement Procedure (MAP) is a mechanism provided for in tax treaties to resolve disputes between countries
regarding double taxation or transfer pricing. MAP allows the tax authorities of two jurisdictions to agree on the taxation
of a particular transaction in order to avoid double taxation for the taxpayer.

An APA is an agreement between a taxpayer and a tax authority (or authorities) that determines in advance the pricing
principles for transfer transactions between related parties. An APA reduces tax uncertainty and avoids future disputes.

Illustrative data on the results of closing MAP and APA transfer pricing transactions are shown in Figure 1.

= Assistance with domestic legal protection

= The agreement partially eliminates double taxation / partially
allows taxation that does not meet tax requirements.

= Lack of agreement, including agreement to disagree

= Access to IDA is prohibited

= Tax-free agreement not subject to double taxation agreement

Any other result

= Withdrawn by the taxpayer

= Agreement reached without eliminating double taxation

Figure 1. Results of closing MAP and APA transactions for transfer pricing, 2024. (Source: compiled by the author based on Transfer Pricing
Country Profile, 2025. OECD)

The level of accessibility and practical application of advance pricing agreements (APAs) and mutual agreement procedures
(MAPs) is largely determined by the specifics of national tax legislation and the institutional readiness of jurisdictions. For
example, the US, the UK, Germany, as well as the Netherlands and Sweden, demonstrate a high level of implementation
of APAs as a tool for reducing tax uncertainty and preventing transfer pricing disputes. France and Spain also actively use
MAP and APA mechanisms, paying particular attention to the transparency and predictability of tax decisions for interna-
tional companies. Poland and Lithuania, although they do not have such extensive practice, are gradually expanding the
application of these procedures in line with EU standards. China, on the other hand, has so far shown limited activity in
the field of APA, due to both internal regulatory barriers and less international cooperation in this area (Table 1).
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Table 1. Comparative analysis of approaches to transfer pricing implementation in Europe, Asia, and North America. (Source: France:
Baker McKenzie, 2025; Transfer Pricing Country Profile, 2025. OECD; Germany: Transfer Pricing Country Profile, 2025. OECD; Sweden. Transfer Pricing
Country Profile, 2025. OECD; Ukraine: Transfer Pricing Country Profile, 2025. OECD, Netherlands: Transfer Pricing Country Profile, 02025, OECD; Latvia:
Transfer Pricing Country Profile, 2025. OECD; Spain: Transfer Pricing Country Profile, 2025. OECD; Ofitsiinyi sait Grant Thornton International)

Penalties provided for
I : Legislatively estab- by law for late or com- Specific guidelines or
Country Legls'latlvely en§hr!ned lished transfer pricing plete failure to submit features of national
arm's length principle g N
methods transfer pricing docu- regulation
mentation
Yes. Enshrined in the Gen- code, but the OECD ap- ANy 00 O L L g
France eral Tax Code (Article 57) proach is applied; tighter amount of unconfirmed lines; lack of documenta-
regulation is ex e’cte d controlled transactions; or tion creates a presumption
9 p 5% of revalued profits of profit shifting
:(igz.t;t\gt:;::tslgsinhciﬁ;?r? The approach is unified in
e the Tl | Yo My T | accoarce winsie2d) | SRR
AO; penalties can be signif- a !
- is mandatory
icant
No. The main focus on There are no specific pen- Focus on OECD guidelines;
Sweden Yes. Enshrined in national economic substance, flexi- alties for failure to prepare, | priority is given to the eco-
legislation ble methods without clear but a 40% additional tax nomic reality of transac-
typification are used applies for false data tions
Yes. 300 minimum subsist-
ence levels for failure to The Tax Code recommends
Yes. Specified in the Tax Yes. It is permitted to com- | submit a report; 3% of the | CUP, allows the use of
Ukraine Code and international bine methods and use amount without documen- quotations when analyzing
agreements other approaches tation, not exceeding 200 compliance with the arm's
minimum subsistence lev- length principle
els
Yes. Penalties are provided Egﬁ isso;:‘ceeocgégtezpkrjzt_a-
Netherlands Yes. The principle is en- Yes. All 5 methods, as rec- for; in the absence of doc- lines: there is a cE:ar re-
shrined in legislation ommended by the OECD umentation, the burden of o
. quirement for documenta-
proof shifts to the taxpayer tion
0
Yes. All 5 methods, alter- Zgzirclall/;;ftrt:rfsggi?) l;:t of | The use of quoted prices
. Yes. Provided for in the na- | native techniques may be o R as a basis without confir-
Latvia . . limit of EUR 100,000; addi- .
tional tax code used within the scope of . : : mation of the facts of the
} tional penalties for serious L L
the analysis e transaction is prohibited
violations
Yes. Penalties are imposed i
Yes. Enshrined in legisla- Yes. All 5 methods, other for late or incomplete doc- gotf:;gnanojcgssg?:ﬁ:rds’
Spain L 9 methods may be used in umentation; penalties are analy
tion : ) . economic substance of
exceptional cases also provided for providing . : :
transactions is applied
false data
Yes. Several methods are Yes. Penalties of 20-40% Documentation is not man-
United States Yes. In accordance with specified; the most appro- of the underpaid tax in datory, but its availability
IRC §482 priate method may be se- case of significant or gross minimizes the risk of finan-
lected errors in pricing cial sanctions
- Yes. GBP 3,000 penalty for Reforms have been intro-
Yes. Reflected in the HMRC :“e;hggstr:rr;sfsereg::ﬁgg failure to submit documen- | duced (ICTS); preferential
United Kingdom Trar-wsfer Pricing Guidelines documentationpis man’da— tation; up to 100% of the treatment for medium-
9 to amount evaded in case of sized companies will be
Y deliberate inaccuracies abolished in 2025
Yes. The main methods Yes. Fines of RMB 2,000— Tax authorities have the
China Yes. Enshrined in the En- and mandatory documen- 10,000 for failure to submit | right to assess income
terprise Income Tax Law tation (Local File, Master documentation, up to RMB themselves in the absence
File, CbCR) are specified 50,000 in complex cases. of documentation

Thus, based on the analysis, it can be concluded that the most severe penalties and special provisions in the legislation
are found in countries with a high risk of corruption, transfer of funds to offshore zones, etc. Western European countries,
on the other hand, need only adhere to the OECD rules and guidelines on transfer pricing regulation in their legislation.

Let us take a closer look at the specifics of implementing the structural-functional model, as well as the importance of
implementing rules, principles, methods, and restrictions on the application of transfer pricing for the international business

environment.

United States of America. The transfer pricing system in the United States of America is based on the provisions of the
US Internal Revenue Code (IRC §482) and is consistent with the approaches recommended by the OECD. Legal entities
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and individuals, including non-residents, conducting economic activities in the United States using transfer pricing mecha-
nisms, are not required to submit documentation in advance; it is prepared at the request of the tax authorities. At the
same time, preparing such documentation on a voluntary basis is considered an important preventive step to reduce the
likelihood of penalties and justify the terms of transactions between related parties.

US tax law does not establish a strictly regulated procedure for selecting transfer pricing methods. Instead, taxpayers must
apply the approach that best suits the nature of their activities and the substance of their transactions, in line with the
concept of the “most appropriate method.” The arm's length principle is the foundation for determining transfer prices and
is implemented through a number of methodologies, including the comparative uncontrolled price (CUP) method, the
resale price method, the Cost-Plus method, the net margin method (TNMM), and the profit split method. Alternative
approaches may be used if standard methods do not provide an adequate level of comparability or do not reflect the real
economic substance of the transactions.

The United States has developed one of the most advanced systems for concluding advance pricing agreements (APAs),
which is administered by the Internal Revenue Service (IRS). The APA institution in the US functions as a preventive
mechanism for resolving transfer pricing issues and provides for the fixation of the taxpayer's methodology, factual cir-
cumstances, and business practices for a long-term perspective, usually for a five-year period. US law allows for unilateral
APAs (between the taxpayer and the IRS), as well as bilateral and multilateral agreements involving one or more foreign
competent authorities. This approach ensures a high degree of predictability of tax consequences and minimizes the
likelihood of double taxation disputes.

Since the program's inception in 1991, more than 2,200 APA agreements have been concluded in the US. The cost of
participating in the program varies significantly depending on the complexity of the case: for some situations, the fee may
be around USD 54,000, and for complex cases, it may significantly exceed this amount.

In parallel with the APA, the US actively uses the mutual agreement procedure (MAP), which is used when there is a risk
of double taxation or when intergovernmental agreements require further clarification. The use of MAP does not involve
financial costs for taxpayers and can be initiated if the actions of the tax authorities of one or both contracting states
contradict the provisions of an international agreement. Within the framework of MAP, the IRS interacts with the competent
authorities of the other state to find an agreed solution for the taxation of relevant transactions.

It should also be noted that the US recognizes the possibility of applying arbitration procedures under certain tax conven-
tions. Such provisions are enshrined, in particular, in agreements with Canada, France, Japan, and Switzerland, which
increase the effectiveness of cross-border dispute resolution in the field of transfer pricing. Data on MAP transactions for
the period from 2018 to 2024 are presented in Table 2.

Table 2. MAP transaction statistics in the US, 2018-2024. Note: *The data for 2022—-2024 are indicative due to the lack of unified reporting in an
open format. (Sources: compiled based on OECD. MAP Statistics — United States (2022-2024); DLA Piper, (2024); MAP and APA trends report USA, 2025;
Miller & Chevalier. Global Investigations Review, 2023, Prevention and cure: the OECD'’s APA and MAP statistics, KPMG, 2023)

Name / Year 2018 2019 2020 2021 2022%* 2023* 2024*
MAP deals 157 188 179 130 — — —
Closed MAP deals 181 142 209 308 R— ~ 245+ —
Average MAP deal closure time, months 35.0 35.2 47.1 48.5 ~25.3 ~28.5 ~33.8
Closure ratio 23% 20% 28% 46% = 73% = 74% —

MAP transactions in the United States are one of the key tools for settling transfer pricing transactions between related
parties in order to prevent double taxation. According to the latest statistics, the upward trend in MAP requests continues,
with the number of new cases involving transfer pricing (and other issues) increasing in 2022 compared to the previous
period.

At the same time, the dynamics of case closure times are also changing. Whereas previously the average duration of
proceedings could exceed 35-48 months, in 2022-2024, the average time for closing cases in the US has decreased: in
2024, for transfer pricing cases, the time is about 39.6 months, and for “other” cases, approximately 23—24 months. The
overall effectiveness of the procedure has also increased: in 2023, about 74% of completed MAP cases were successfully
resolved, which means a complete resolution of the dispute (Fox et al., 2024).
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Thus, despite the growing workload and increase in the number of requests, the MAP program in the US demonstrates
improved efficiency and reduced case closure times, which increases its attractiveness as a mechanism for resolving trans-
fer disputes for corporations.

United Kingdom. In the United Kingdom, transfer pricing regulation is based on the implementation of the arm's length
principle in accordance with the recommendations of the Organisation for Economic Co-operation and Development
(OECD) and covers all legal entities conducting business activities within the jurisdiction. The reporting system is based on
the requirements for the Master File and Local File set out in Section V of the OECD Guidelines and requires the mandatory
submission of complete documentation by the time tax liabilities are declared. At the same time, all transfer price adjust-
ments are allowed only in the direction of increasing taxable income, which forms the practice of the so-called “one-way
street.” The relevant documentation must be kept for at least six years from the date of submission.

The transfer pricing system in the United Kingdom, as in the United States, is flexible in its choice of methodology: tax-
payers have the right to independently determine the most relevant method without adhering to a formalized hierarchy.
The main requirement remains that the method complies with the arm's length principle. Full responsibility for the validity
of the chosen method, the correctness of calculations, and the timely submission of reports rests with the taxpayer,
reflecting a high level of self-regulation in the field of international taxation. In the UK, it is possible to apply different
transfer pricing methods depending on the direction of the enterprise's activities without a specific hierarchy. All methods
must comply with the basic principle, and the responsibility for the correct application of a specific calculation method, as
well as for the timely and correct submission of reporting documentation, lies solely with the taxpayer.

The UK also has a mutual agreement procedure (MAP) that is available under bilateral tax treaties concluded by the
country. This procedure allows taxpayers to challenge the actions of tax authorities in cases where, in their opinion, there
is a violation of the terms of an international agreement, particularly in the context of transfer pricing. MAP is used to
resolve disputes arising between tax jurisdictions and provides for cooperation between competent authorities to avoid
double taxation or non-compliance with the arm's length principle.

Transfer pricing statistics in the United Kingdom from 2018 to 2023 are shown in Table 3.

Table 3. Statistics on MAP agreements in the United Kingdom, 2018-2023. Note: *The data for 2022-2023 are indicative due to the lack of
unified reporting in an open format. (Source: HMRevenue & Customs. Transfer Pricing and Diverted Profits Tax Statistics 2022 to 2023. (2024); HM Reve-
nue & Customs. Transfer Pricing and Diverted Profits Tax Statistics 2023 to 2024. (2025); HM Revenue & Customs. Transfer Pricing and Diverted Profits Tax
Statistics 2021 to 2022. (2023); OECD. Making Dispute Resolution Mechanisms More Effective — MAP Statistics United Kingdom)

Name / Year 2018 2019 2020 2021 2022%* 2023*
Transfer pricing profitability, £ million 1169 1454 2162 1482 1635 1786
APA applications submitted 24 29 24 40 45 45
APA transactions approved 30 26 24 20 15 27
Average time to reach APA agreement, months 33.6 47.9 55.5 58.3 45.5 53.0
ATCA transactions agreed 59 45 23 7 5 10
Average time to ATCA, months 26.3 24.4 28.1 44.0 58.0 37.3
MAP transactions agreed 91 80 128 96 99 82
Average time to reach MAP agreement, months 27.0 22.86 34.4 21.1 28.4 28.8

In the UK, advance pricing agreements (APAs) are implemented in the form of a special procedure called the Advance
Thin Capitalisation Agreement (ATCA), which is mainly used in cases of insufficient capitalisation of companies. These
agreements are free of charge for all categories of taxpayers but are subject to careful analysis by the tax authority — HM
Revenue and Customs (HMRC). Applications for ATCA may be rejected if HMRC does not see a reasonable need for the
agreement. In general, classic APAs are not widely used in the UK, as evidenced by the low number of agreements
concluded (only 24 in 2021) and the high rate of refusals by the tax authorities due to strict eligibility criteria.

As for mutual agreement procedures (MAP), they are also free of charge and available under the provisions of international
tax agreements. However, similar to APAs, HMRC reserves the right to reject applications if there are no grounds for them.
UK legislation provides for certain exemptions from transfer pricing documentation requirements for small and medium-
sized businesses, as well as for charitable and insurance organizations that meet the criteria of EU Recommendation
2003/361/EC. In addition, for companies involved in the digital economy (including online platforms, search engines, and
social networks), a special Digital Services Tax has been introduced at a rate of 2% of global revenue, provided that the
threshold of GBP 500 million is exceeded.
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Germany. Within the European context, the transfer pricing regulation model implemented in Germany is of particular
importance. It is based on the arm's length principle, according to which economic transactions between related parties
should be treated as if they were between independent market participants acting in an informed and market-oriented
manner. Despite the country's membership in the OECD, its legislative system does not require the direct application of
the organization's guidelines. At the same time, German transfer pricing legislation has been developed in the context of
the provisions of the OECD tax conventions, taking into account the fundamental provisions on fair value and acceptable
pricing methods.

The most acceptable approach in German transfer pricing practice is the use of comparability analysis, focused on the
availability of relevant market data. In cases where comparable parameters cannot be obtained, economic modeling based
on general valuation methods that take into account the economic substance of transactions between related parties is
applied. Thus, German legislation does not restrict taxpayers in their choice of methodology, but instead encourages the
use of the most relevant approach depending on the nature of the enterprise's activities. Documentation of controlled
transactions is mandatory only for cross-border transactions and includes the preparation of a Master File and Local File
in accordance with international standards. Tax reporting is submitted upon request and must be based on a detailed
economic analysis confirming the logic and validity of the terms of controlled transactions.

Regarding MAP procedures: in 2023, Germany closed a significant portion of transfer MAP cases, with the majority com-
pleted with full elimination of double taxation, in 72% of cases. The average time to close transfer MAP cases that began
on or after January 1, 2016, was approximately 21.7 months in 2023, which is significantly below the global average
(Petersen, Qiu, 2023).

At the same time, analysts note that the growth rate of APA cases in 2023 showed that the resource efforts of the tax
administration and the business community are leading to an increase in the workload, which emphasizes the importance
of careful planning and timely recourse to the relevant procedures (Table 4).

Table 4. Statistics on MAP transactions in Germany, 2018-2024. Note: *The data for 2022-2024 are indicative. (Source: compiled on the basis of
analytical publications: David Evans. Year-End 2024 Automotive M&A Trends Report, Alvarez & Marsal, 2024, OECD Economic Outlook, A long unwinding
road. Report, 2023, 1; Zvit pro prozorist za 2023 rik. PrAT «KPMG Audyt», 2023)

Name / Year 2018 2019 2020 2021 2022% 2023 2024*
Deals on MAP (TP + others) 178 241 323 273 325 =330
Closed deals on MAP (TP) 227 218 204 284 ~ 285 %290
Average closing time, months 39.1 36.5 28.6 23.1 21.7 =22
Closing ratio 36% 36% 30% 37% ~ 68% 72% = 73%

The APA mechanism serves as a tool for prior agreement between the taxpayer and the tax authorities on approaches to
determining transfer prices in controlled transactions, particularly in cases where there is no unified methodology for
assessing intercompany price parameters. The introduction of an APA requires the payment of an administrative fee, which
in standard cases is EUR 30,000, and in the case of an agreement extension, EUR 5,000.

For transactions that do not exceed a certain volume criterion, preferential rates are provided: EUR 10,000 for the initial
application and EUR 7,500 for subsequent renewals. This approach demonstrates the German government's desire to
make the APA mechanism more accessible to small and medium-sized businesses, while ensuring effective pre-settlement
of potential tax disputes and reducing the administrative burden on participants in international business transactions.

People’s Republic of China. The experience of the People's Republic of China in the field of transfer pricing demonstrates
a unique model of regulation based on national approaches and only partially correlating with the principles formulated by
the OECD. Although Chinese legislation does not formally refer to the OECD Convention, a concept similar to the arm's
length principle is applied, but with a characteristic unilateral nature of adjustments, allowing only for increases. This
differs fundamentally from multilateral mechanisms such as APA and MAP, which allow for adjustments in both directions,
increasing or decreasing the tax liability.

As part of its administration, the State Taxation Administration (STA) of China is actively developing the institution of
advance pricing agreements (APAs), which can be concluded in the form of unilateral, bilateral, or multilateral agreements.
Applications to participate in the APA program are considered if there is a confirmed history of transactions with related
parties in excess of RMB 40 million annually over the past three years. The term of the agreement is usually 3-5 years and
does not require the payment of an administrative fee. In addition, the PRC has a mutual agreement procedure (MAP)
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based on the provisions of bilateral tax agreements, which allows taxpayers to resolve transfer pricing disputes with the
participation of the competent authorities of both partner countries.

As can be seen in Table 5, there was an increase in the number of agreements concluded in China in the period 2018-
2024.

Table 5. MAP transaction statistics in China, 2018—-2024. Note: *The data for 2024 are indicative. (Source: compiled on the basis of: PwC China
Tax News; China (People's Republic of) 2013-2015 (pre-MAP Statistics Reporting Framework) and 2016-2024 (post-MAP Statistics Reporting Framework),
2024, APA Statistics; Klimova et al., 2023)

Name / Year 2018 2019 2020 2021 2022 2023 2024*
Deals on MAP 13 10 18 19 ~21 22 ~18
Closed deals on MAP 39 15 5 23 24 24 ~23
Average closing time (months) 32.0 47.4 46.7 48.1 ~33.4 ~29.3 ~30-32
Closing ratio (%) 43 23 8 30 ~53% ~55% ~55%

In Chinese tax practice, transfer pricing is based on the principle of independent assessment by enterprises of the compli-
ance of controlled transactions with the arm's length principle. However, this approach does not exclude the possibility of
a tax audit by state authorities. Chinese legislation does not establish a strict sequence or preference for specific methods
of determining transfer prices, which allows companies to choose the optimal approach depending on the nature and
specifics of the transactions carried out.

The obligation to prepare transfer pricing documentation rests with companies regardless of their financial condition,
including in the event of losses. Taxpayers who reach the established income level must compile local and global (master)
files, which are prepared exclusively in Chinese and are subject to submission at the request of the regulatory authorities.
At the same time, if the company's ownership structure involves less than 51% foreign capital and all controlled transac-
tions are domestic Chinese, such a company is exempt from the obligation to prepare the aforementioned documents.

Republic of Poland. The transfer pricing system (TPS) in Poland is currently one of the most structured among Central
and Eastern European countries, reflecting both integration with international tax standards and the Polish state's growing
attention to foreign economic activity regulation. A significant proportion of international groups use Polish jurisdiction as
a transit or operational point, which reinforces the importance of controlling intercompany transactions in this particular
field. Transfer pricing regulation in Poland is provided for in the provisions of the Corporate Income Tax Act (CIT Act) and
the Personal Income Tax Act (PIT Act). Polish legislation is based on the arm's length principle, according to which financial
and economic transactions between related parties should be assessed as if they were carried out between independent
counterparties. Although formally the OECD guidelines are not directly reflected in Polish legislation, their methodological
approaches are actively applied in the analysis of controlled transactions. This ensures the system's adaptability to inter-
national practice while preserving national sovereignty in tax regulation.

The Polish transfer pricing model provides for the use of a full set of OECD-approved methods without establishing a strict
hierarchy, allowing taxpayers to choose the most appropriate method depending on the nature of the transaction and the
availability of market data. Documentation requirements are structured according to a three-level system: at the company
level (Local File), at the level of transnational companies (Master File), and at the global level (Country-by-Country Re-
porting (CbCR)) — with clear thresholds: for example, a threshold of PLN 10 million for goods/financial transactions or PLN
2 million for services (Transfer pricing in Poland, 2025). The penalties for violations are quite significant: the standard CIT
rate of 19% applies to adjusted income, and additional penalty rates of +10%, +20% and even +30% depending on the
severity of non-compliance with the applicable requirements (Aronsson, Hellberg, 2025). The obligation to prepare reports
arises only if the established thresholds are exceeded, which ensures a balance between the fiscal needs of the state and
the minimization of administrative pressure on business.

Analytical sources note a significant increase in control by the Polish tax administration. For example, according to data
from the Krajowa Administracja Skarbowa (KAS) and the Ministry of Finance, in the first half of 2025, there were approx-
imately 30% more cases of tax base understatement due to transfer pricing than in the whole of 2023 (Marciniak, Dym-
kowska, 2025).

According to an audit data review, the average amount of additional charges per audit in 2025 was ~ PLN 1.2 million in
customs and fiscal audits and ~ PLN 195,000 in standard tax audits. It is also reported that the effectiveness of transfer
pricing audits (i.e., the percentage of cases in which adjustments were identified) in 2024 reached 98% in tax audits and
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94% in customs and fiscal audits (Warnieto, Bulaszewska, 2025). According to KPMG, between 2020 and 2024, the effec-
tiveness of transfer pricing audits (as a percentage of completed audits with adjustments) more than doubled. In 2023,
23% of audits resulted in adjustments, and in 2024, this figure reached about 70% (Aronsson, Hellberg, 2025).

In the area of foreign economic activity, Polish regulatory authorities pay particular attention to transactions involving
intangible assets (IP), intra-group services, financing (cash pooling, loans), and reorganizations of value chains. Polish tax
authorities plan to introduce periodic transfer pricing audits for the largest taxpayers (with revenues exceeding PLN 5
billion) at least once every three years. For foreign investors and multinational groups conducting foreign economic activity
in Poland, these trends mean a significant increase in tax risk.

Particular attention should be paid to the Polish practice of applying transfer pricing dispute resolution tools, such as
advance pricing agreements (APAs) and mutual agreement procedures (MAPs). APAs can be concluded in the form of
unilateral, bilateral, or multilateral agreements and are an effective means of preventing conflicts with tax authorities. The
introduction of transparent procedures, flexible approaches to the choice of valuation methods, and a combination of local
and global reporting requirements allows Poland to provide a stable tax environment for transnational businesses while
maintaining tax sovereignty.

DISCUSSION

The comparative analysis of transfer pricing as a mechanism for regulating foreign economic activity of enterprises in
different countries presented in this article allows us to compare existing practices around the world, identify differences,
and suggest opportunities for their implementation in Ukraine, which, in fact, distinguishes our article from the existing
number of publications in this field in the domestic and international scientific community.

Unlike in the US, APA mechanisms have not yet been implemented in Ukraine, and the MAP procedure has limited appli-
cation and low effectiveness. Transfer pricing documentation must be submitted within the established deadlines, regard-
less of the level of risk or the circumstances of the transactions. In this context, it is advisable to introduce a legally
established APA mechanism, improve the MAP administrative procedure, and gradually transition to a more flexible ap-
proach to the selection of transfer pricing methods that takes into account the economic substance of transactions. Such
adaptation will increase the effectiveness of tax control and bring Ukrainian regulation closer to international standards.

Taking into account the experience of the United Kingdom, Ukraine could introduce a limited form of advance pricing
agreements (APA) similar to the British ATCA model, which is applied in cases of insufficient capitalization of enterprises.
Such a mechanism, implemented on a voluntary and free basis, could become an effective tool for the preventive settle-
ment of tax disputes, reducing administrative pressure and increasing the predictability of tax consequences for large
taxpayers. In addition, it is worth considering the introduction of exemptions from transfer pricing reporting for small and
medium-sized enterprises and non-profit organizations in accordance with the criteria of EU Recommendation
2003/361/EC, which would optimize state control without creating an excessive burden on business.

It is also relevant for Ukraine to review the current approach to the selection of transfer pricing methods in favor of a
flexible model focused on the application of the “most appropriate method.” This approach, based on the economic sub-
stance of transactions rather than just formal criteria, will allow for the individual characteristics of enterprises to be taken
into account and will contribute to the harmonization of Ukrainian legislation with international standards, in particular the
OECD principles.

Given Germany's experience, it would be advisable for Ukraine to review the current transfer pricing regulation model with
a focus on flexibility in the choice of methods, guided by the principle of applying the “most appropriate method.” The
German approach involves the use of comparative analysis based on available market data and, in cases where such data
is not available, the use of economic modeling (Mashiri, Eukeria, 2018). This model allows for the economic substance of
transactions to be taken into account, rather than just formal criteria, which contributes to a more accurate reflection of
market conditions and reduces the risk of unjustified adjustments. For Ukraine, the implementation of a similar practice
could be a significant step towards harmonization with international standards and improving the quality of economic
analysis in transfer pricing.

The German experience of implementing advance pricing agreements (APAs) with a differentiated approach to fees for
their consideration deserves special attention, as it makes this tool accessible to businesses of all sizes. The introduction
of a similar system in Ukraine with a moderate administrative fee could encourage small and medium-sized businesses to
participate more in the formal settlement of transfer pricing issues. In addition, the positive dynamics of case completion
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within the MAP procedures in Germany confirm the expediency of strengthening the institutional capacity of the competent
authority in Ukraine for more effective resolution of transfer disputes at the international level.

In the context of the experience of the People's Republic of China, it is advisable for Ukraine to expand the practice of
concluding advance pricing agreements (APAs), in particular in the form of both unilateral and bilateral agreements. The
Chinese model demonstrates the effectiveness of such agreements as a tool for reducing the number of transfer pricing
disputes and increasing legal certainty for businesses. In the Ukrainian context, the introduction of a simplified APA pro-
cedure for taxpayers with a proven history of controlled transactions could encourage voluntary compliance with tax
legislation and reduce the administrative burden on the controlling authorities.

At the same time, Ukraine should avoid implementing elements that contradict OECD principles, in particular the practice
of unilateral adjustments exclusively in the direction of increasing tax liabilities, which is characteristic of the Chinese
approach. Such an approach is inconsistent with the principles of fair taxation and may lead to an imbalance between the
fiscal interests of the state and the rights of taxpayers. Instead, it is advisable to introduce a more flexible approach to
the choice of transfer pricing methods, focusing on the principle of applying the “most appropriate method” in accordance
with the economic substance of controlled transactions.

In the context of the Republic of Poland's experience, it is advisable for Ukraine to further develop transfer pricing ap-
proaches focused on practical flexibility in the choice of methods for evaluating controlled transactions. The Polish model
does not provide for a mandatory hierarchy of transfer pricing methods, which allows taxpayers to apply the most appro-
priate method, taking into account the economic substance of transactions and the availability of market data. This ap-
proach could also be implemented in Ukrainian practice to improve the validity of transfer calculations and reduce the
number of tax disputes.

It is also worth considering the Polish experience in the context of a three-tier documentation system (Local File, Master
File, CbCR), which is adapted to the volume of transactions and the type of enterprise. The introduction of a flexible
threshold mechanism for the preparation of documentation in Ukraine will optimize tax control without placing an excessive
burden on small and medium-sized businesses. In addition, the practice of applying advance pricing agreements (APA) in
Poland as a preventive tool for resolving transfer pricing issues could be useful for creating a stable tax environment in
Ukraine. The implementation of a similar mechanism with predictable conditions and differentiated administrative fee rates
will help reduce regulatory pressure and increase the level of voluntary tax compliance among taxpayers.

CONCLUSIONS

A comparative analysis of international experience in applying transfer pricing in foreign economic activity highlights the
challenges and consequences of its implementation in countries with different tax systems. Understanding these differ-
ences is critical for multinational companies and tax authorities to effectively navigate the complex rules of transfer pricing.
By implementing appropriate approaches and international standards, countries can improve the consistency and fairness
of transfer pricing practices, creating a favorable environment for cross-border business operations.

A comparative analysis of transfer pricing practices in countries with different tax systems highlights the importance of
understanding the specifics of each country's regulatory framework for international transactions. Multinational enterprises
operating in these jurisdictions must navigate all possible nuances of transfer pricing rules to ensure compliance, mitigate
risks, and avoid potential disputes with tax authorities. As most countries continue to refine their transfer pricing systems,
enterprises must be very vigilant and adapt their transfer pricing strategies to maintain tax efficiency and comply with
regulatory changes.

Future research should focus on developing a unified transfer pricing regulatory mechanism that is consistent with best
international practices to stimulate foreign economic activity, harmonize tax legislation, and promote financial stability and
growth in the national economy.
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KyzHewos O.

TPAHC®EPTHE LLIHOYTBOPEHHS SIK PEFYISTUBHUIA MEXAHI3M 3EA NIANPUEMCTB Y
KPAIHAX I3 PI3HUMW NOAATKOBMMU CUCTEMAMWU: KOMMNAPATUBHUA AHAJI3

Y pocnigkeHHi 3aiicHeHO KoMNapaTMBHUIA aHani3 TpaHChepTHOro LHOYTBOPEHHS SIK PErynsiTMBHONO MeXaHi3My 30BHiLl-
HbOEKOHOMIYHOI AiSNbHOCTI NiANPUEMCTB Y KpaiHax i3 pi3HUMKU NOAATKOBMMU cnucTemamm, 3okpema CLUA, BenukobpuTaHii,
HimeyuwnHi, Kutai, MonbLi Ta YkpaiHi. Moka3aHo, Wo TpaHCepTHE LiiHOYyTBOPEHHS Bifirpae knto4oBy posib Y 3abe3neyeHHi
(hiHaHCOBOT NPO30pOCTi, MiHiMi3aLji NOAaTKOBUX PU3NKIB Ta Y3roXKeHOCTi YMOB TPAHCKOPAOHHKX onepaLiin Mix nos’s3a-
HUMK ocobamu. Po3rnsHyTO 0COBAMBOCTI 3aCTOCYBaHHS MPUHUMNY «BUTATHYTOI PyKu», BUMOT 4O AOKYMeHTaUii, MeToAiB
BM3HAYEHHS PUHKOBOrO Aiana3oHy LiH i peHTabenbHOCTi, @ TakoX MeXaHi3MiB yperyntoBaHHs NoAaTKOBMX CMOPIB Y Pi3HUX
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topucamkuiax. Ocobnuey yBary npugineHo iHCTUTYTaM nmonepeaHix uiHosux yrog (APA) Ta npoueayp B3aEMHOrO y3ro-
oxeHHst (MAP), siki € BaXX/IMBUMM iHCTPYMEHTaMM MiHiMi3auii noABiiHOro onofaTKyBaHHS Ta NiaBULLEHHS nepeabadvysBaHo-
CTi NOAATKOBMX HACMIAKIB ANs TpaHCHALOHaNbHMX Kopriopavii.

MopiBHANBLHUI aHani3 NoKasye CyTTEBI BiAMIHHOCTI B Miaxoaax Ao peryntoBaHHs TLY: CLUA i1 BenukobpuTaHisi xapaktepu-
3YIOTbCS BUCOKMM PiBHEM FHYUKOCTi METOA0NOr T Ta PO3BMHEHUMU MeXaHi3MaMu APA; HiMeuunHa feMOHCTpYE BUCOKY ede-
KTMBHICTb npoueayp MAP i 36anaHcoBaHWi Niaxia A0 OLHKM KOHTPOMbOBaHMX ornepauili; KuTai 3aCTOCOBYE >XOPCTKILL
(OopMM KOHTPOSIIO Ta NEPEBaXXHO OAHOCTOPOHHI KOPUIyBaHHS; MosbLia akTUBHO MOCUIIIOE PEryNsaTOPHI BUMOrK, 3anpoBa-
[DKYE XXOPCTKY CUCTEMY CaHKLIM Ta OAHOYACHO PO3LUMPIOE BUKOpUCTaHHSA APA. YkpaiHa, nepebyBatoumn Ha eTani pecdopmy-
BaHHSA MOAATKOBOI CUCTEMM, AEMOHCTPYE NMParHeHHs A0 rapMoHi3auii 3 MKHapOoAHUMM CTaHZapTaMK, oaHaK noTpebye
BLIOCKOHaneHHs npoueayp MAP, 3anpoBaaxeHHs1 APA Ta 6inblu rHyykoro nigxoay Ao Bubopy metoais TLLY.

OTpuMaHi pe3ynbTaTi AatoTb NiAcTaBu copMynioBaTM pekoMeHAalii WoAo NMOCUNEHHS IHCTUTYLIMHUMX MexaHi3MiB pery-
noBaHHA TLY B YKpaiHi, cnpsiMoBaHMX Ha NiABULLEHHS Npo30pocTi 3E/], 3MEeHLEeHHS1 N0AaTKOBMX PU3NKIB, CTUMYSTIOBaHHS
iHBECTULLIMHOT aKTMBHOCTI M Y3romKeHHs HalioHanbHOi NpakTuky 3 BumMoramm OECP Ta iHiuiatuBamu BEPS.

KnrouoBi cnoBa: TpaHchepTHEe LiHOYTBOPEHHS, NMPUHLMM «BUTATHYTOI PYKWU», 30BHILLHbOEKOHOMIYHA AisNbHICTb, APA,
MAP, noaaTKoBe perysnoBaHHs, NopiBHANbHUI aHani3, BEPS, MixxHapoaHe ornoaaTKyBaHHS, pU3nKu
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