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Transfer Pricing
Our services on managing uncertainty and
transfer pricing controversy
The challenges

In the current international tax environment that has followed the
implementation of the OECD/G20 Base Erosion and Profit Shifting (BEPS)
project, taxpayers are confronted with increased uncertainty about the tax
treatment of their intra-group transactions and increased scrutiny by tax
authorities in the form of tax audits and potential adjustments.
In view of the more aggressive tax audit environment, taxpayers need to
consider solutions to manage tax risks and options how to resolve tax
controversies. One tool to mitigate such risks are bi- or multilateral
Advanced Pricing Agreements (APAs), i.e., an arrangement with two or
more tax authorities to obtain certainty on the tax treatment of certain
intra-group transactions covered under the APA.

“Tackling tax
uncertainty in the
international context
can be particularly
important.”
Tax Certainty, IMF/OECD Report
for the G20 Finance Ministers

Bi- and multilateral APAs are a new tool for taxpayers in Luxembourg where
the focus in the past has been primarily on unilateral APAs or rulings.
Although there is no formal bi- or multilateral APA regime in place, the
Luxembourg tax authorities (LTA) are willing to entertain applications for bi01
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or multilateral APAs under the framework of Article 25 on Mutual Agreement
Procedures of the respective tax treaty and Circular no 60 issued by the LTA
on 28 August 2017.
Under a bi- or multilateral APA, the tax authorities of the respective
countries agree on the characterization and transfer pricing methodology to
be applied to the intra-group transactions covered under the APA and not to
adjust or audit the transfer pricing for a fixed period as long as the critical
assumptions of the APA are met. Such APAs are an especially useful risk
mitigation tool for complex or high-risk intra-group transactions as well as
restructurings. Bi- and multilateral APAs are also endorsed as best practice
in Action Plan 14 of the BEPS project.
Luxembourg regime

Luxembourg typically offers a maximum APA period of 5 years after which
the APA could be renewed assuming that the underlying facts and
circumstances have not materially changed.
The transactions to be covered under the APA must adhere to the arm’s
length principle and not be tax driven. Among other requirements, an
application for a bi- or multilateral APA must include a detailed description
of all intra-group transactions to be covered, as well as a transfer pricing
documentation in line with the OECD Transfer Pricing Guidelines, which
includes functional and economic analyses. The LTA proposes an optional
pre-filing meeting with a purpose to discuss tax issues related to the
transactions intended to be covered by the bi- or multilateral APA.
How Deloitte can support

Deloitte has critical experience of working with taxpayers and the LTA on
facilitating bilateral APAs with other jurisdictions on complex transfer pricing
transactions and restructuring.
Deloitte can support you throughout the entire bi- or multilateral APA
application procedure, namely:
•
•
•
•
•
•
•
•

Development of APA strategy and cost-benefit analysis;
Design of transfer pricing position for the APA application;
Management of pre-filing meeting and subsequent meetings with
tax authorities;
Preparation of the APA application including economic analysis;
Coordination with tax authorities to ensure a smooth APA
application and negotiation process;
Provide analytical capabilities to respond to questions from tax
authorities;
Coordination with the Deloitte office in the respective foreign
jurisdictions;
Negotiations with the tax authorities; and

Annual monitoring and compliance during the bilateral APA’s validity period.
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Your advantage

We are distinct in our multi-disciplinary and collaborative model and the
value that model brings to our clients. We take time to understand the
needs and expectations of our clients and develop a pragmatic solution that
considers the strategic, operational, regulatory and tax imperatives of your
business.

Ralf Heussner
Partner – FS Transfer Pricing
Tel: +352 451 453 313
Mobile: +352 621 652 994
Email: rheussner@deloitte.lu

By adding the necessary industry expertise and our experienced people, we
understand our clients’ most challenging business issues and how to solve
them.

Eric Centi
Partner – FS Tax
Tel: +352 451 452 162
Mobile: +352 661 451 959
Email: ecenti@deloitte.lu

Deloitte is a multidisciplinary service organization which is subject to certain regulatory and professional
restrictions on the types of services we can provide to our clients, particularly where an audit relationship
exists, as independence issues and other conflicts of interest may arise. Any services we commit to
deliver to you will comply fully with applicable restrictions.
This communication contains general information only, and none of Deloitte Touche Tohmatsu Limited,
its member firms, or their related entities (collectively, the “Deloitte network”) is, by means of this
communication, rendering professional advice or services. Before making any decision or taking any
action that may affect your finances or your business, you should consult a qualified professional adviser.
No entity in the Deloitte network shall be responsible for any loss whatsoever sustained by any person
who relies on this communication.
About Deloitte Tohmatsu Limited:
Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited by
guarantee (“DTTL”), its network of member firms, and their related entities. DTTL and each of its
member firms are legally separate and independent entities. DTTL (also referred to as “Deloitte Global”)
does not provide services to clients. Please see www.deloitte.com/about for a more detailed description
of DTTL and its member firms.
Deloitte provides audit & assurance, consulting, financial advisory, risk advisory, tax and related services
to public and private clients spanning multiple industries. Deloitte serves four out of five Fortune Global
500® companies through a globally connected network of member firms in more than 150 countries
bringing world-class capabilities, insights, and high-quality service to address clients’ most complex
business challenges. To learn more about how Deloitte’s approximately 264,000 professionals make an
impact that matters, please connect with us on Facebook, LinkedIn, or Twitter.
© 2018. For information, contact Deloitte Touche Tohmatsu Limited
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