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Abstract 

This paper is devoted to the sistematization of the factors influencing the selection of pricing methodology in a related transaction. The 
study deals with the fundamental basis for the development of financial policy of the enterprise taking into account the peculiarities of 
transfer prices formation. 
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1 Introduction 

Transfer price is considered from the standpoint of basic 
economic category, in which key provisions - economics, 
management, business and society, as a whole, are 
intercrossed [1]. On the one hand, the transfer price is the 
price (cost) of goods or services, which is used in a 
transaction between the parties that in the interpretation of 
the law "On Corporate Income Tax” considered to be related 
companies, one of which is a foreign company. 

On the other hand, the transfer price is the contract price 
in international transactions with related parties. It is used to 
optimize the income tax. In different countries of the 
European Union's income tax rate are not the same, are not 
subject to standardization, but are the prerogative of 
countries. In this regard the use of transfer prices rise to a 
number of administrative and accounting issues. 

2 Overview 

In the documents of the European Union and Latvia a 
hierarchy of methods of calculating the selection of a 
particular transaction has not established. The choice of 
method for calculating the transfer price is affected by many 
key factors. Their selection and the binding are focused on the 
development of special procedures to ensure an effective 
management of pricing policy of the enterprise. In accordance 
with the intended purpose the following tasks are: 

 study methodology of pricing strategies;  
 classification of problems related to the development 

of pricing strategies for Latvian companies;  
 development of pricing management procedures;  
 development of methods of decision-making process 

for the management of transfer pricing; 
 development of criteria for the choice of approach 

for calculating transfer prices.  
As the solution of these problems is decided property-

related transactions which are classified by the following 
features are restored:  

1) the type of the associated entity [2];  
2) the amount of the transaction and the turnover of the 

enterprise (Latvia has a criterion) [3]; 
3) type of the transaction (selling, purchase at a price 

higher than the market , the provision of services, the 
purchase of services) [4];  

4) the nature and content of the transaction cannot be a 
criterion for selecting the method of calculation of 
market price.  

3 Decision 

Traditional methods of transfer pricing, based on a 

comparison of information on earnings, prices or profitability, 

need to supplement the methods of cost management [5]. The 

first method uses the information obtained by the analyzed 

transaction with the same transaction from open sources. In 

the second case it is necessary to conduct a wide-ranging 

assessment of the company. The choice of method determines 

the benefits and limitations associated with each of the 

methods and their tax consequences. 

4 Conclusion 

Universal method for calculating the transfer price does not 

exist. The choice formation should be guided by the 

objectives of the enterprise and their consistency with its 

divisions. The correctness for the choice of calculation 

method determines the efficiency of transfer prices. 
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