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Case of Multinational Enterprise A Transfer Pricing Audit

Undertaken by one SAT Branch in China
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Abstract

Transfer pricing has been the most important issue for multinationals and tax
administrations. As one foreign funded Pharmaceutical factory established in China
20 years ago, multinational enterprise A used transfer pricing to shift profit would
have been recognized in China to overseas, leading to significant tax loss to our
government. One SAT branch adjusted its profit during 10-year period, and recovered
back taxes and interests. A paid enterprise income tax more 100 million yuan RMB
for this period between 1999 and 2008.

Key words: intangible assets, transfer pricing, arm’s length principle, functional
and risk analysis, comparability
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