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Abstract

The meaning of transfer pricing is continuously increasing for the residents of Georgia, as
well as for multionational enterprises having economic activities in Georgia. The resident
entity of Georgia may not have related person abroad, however, one transaction is sufficient
with entity, which is registered in the country with preferential treatment/offshore country

for enacting rules of transfer pricing the risk to change taxable base is increasing.

The doctrine, literature, court decisions and other legal sources on transfer pricing are not
well-developed in Georgia. The thesis will review the leading and acceptable aspects which
exist on the transfer pricing methods by studying the numeruous courts judgments and best
practices. Based on judgments and model examples thesis will try to prove and explain when,
why and for what aims each transfer pricing method shall be choosen, used in practice and
what practical and theoretical conditions exist for such methods. The aim of this thesis is to
explain in details to tax auditors, taxpayers, consultants and dispute settlement bodies, when
each method is recommended, when the choosen method gives not-reliable resuls and what

can be done to gain most reliable result.

The issues analized in the thesis brings the conclusion that, functional analyze in choosing
transfer pricing method can have vital meaning. The thesis will prove that comparative
analyze is practically impossible without consistent accounting. In addition, the thesis will
demonstrate, that an established rule for choosing when, which method is better, does not

exist. Each factual situation needs to be analyzed in the view of all major five methods.

Keywords: arms-length principle, transfer pricing, transfer pricing methods, comparable
uncontrolled price method, resale price method, cost plus method, profit split method,

transactional net margin method
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