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(Continued on page 2)

By ROBERT J. BATZ

Starting this year, private 
manufacturers must follow the 
new guidance for recognizing 

revenue from contracts with their 
customers. ASC Topic 606, Revenue 
from Contracts with Customers, 
takes effect for 2019 financial 
reporting for private business 
entities. Public companies had to 
adopt the new revenue recognition 
standard for their 2018 financial 
statements. 

Manufacturing companies are uniquely affected by the changes to the revenue recognition 
model due to their high volume of contracts. Certain elements of the guidance may require 
particular attention as they could pose a significant change from previous GAAP or judgment. 
The following questions can help manufacturers determine their preparedness for taking on 
the new standard.

Have I combined the appropriate contracts? 

Manufacturers often enter into multiple contracts with the same customer on or about the 
same time. Under previous GAAP, combining contracts that met certain conditions was 
optional. Topic 606 makes it required when one of the following conditions is met: 

■  The contracts are negotiated as a package with a single commercial objective;
■  The amount of consideration to be paid in one contract depends on the price or 

performance of the other contracts; or
■  The goods or services promised are a single performance obligation.

Some judgment may be involved in determining whether multiple contracts with the same 
customer meet the new standard’s combination criteria. 

Are my warranties classified correctly?

Warranties may represent a separate performance obligation. One of the indicators is that 
the same warranty is regularly sold on a standalone basis and provides more than basic 
assurance on the good or service’s quality or performance. 

6 Questions Manufacturers Should Ask 
about Their Revenue Recognition Progress

QUARTERLY HOT TOPICS
CBIZ Manufacturing & Distribution
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Are my volume rebates and discounts appropriately 
reflected in the transaction price?

Manufacturers may offer their customers volume 
rebates or discounts. If the volume discount provides the 
customer with the option to purchase future products at 
a discount, manufacturers should account for the volume 
rebate as a material right. 

Rebates for the bulk purchase of goods or services are 
treated as a form of variable consideration. Companies 
with volume rebates will need to use some judgment 
when determining the transaction price for contracts 
with volume rebates. They should consider the impact 
of the rebate on the contract, their experience with the 
customer or similar customers, and other qualitative 
factors in order to estimate the transaction price.

Have I allocated variable consideration to the right 
performance obligations? 

Variable consideration and discounts may be related 
to one or more but not all performance obligations 
in the contract. Manufacturers will allocate variable 
consideration to a specific performance obligation 
when the terms of the discount relate specifically to 
the obligation or transfer of the good or service and the 
outcome is consistent with the allocation objective. An 
entity allocates a discount to a specific performance 
obligation if the entity regularly sells each of the distinct 
goods or services on a standalone basis and regularly 
sells a bundle of some of those distinct goods or 
services at a discount.

Am I using the right revenue recognition model?

Revenue in ASC Topic 606 is recognized at either a 
point in time or over time based on how the good or 
service is transferred to the customer. Manufacturers 
will recognize revenue over time if one of the following 
conditions is in place:

■  The customer has a right to the benefits provided 
by the contract as the manufacturer fulfills the 
contract;

■  The manufacturer modifies an asset (work-in-
progress) that the customer controls; or

■  The manufacturer does not have an alternate use 
for the asset being created or transferred, and it 
has a right to payment for the asset.

The over time recognition model may result in 
manufacturers recognizing revenue sooner for the 
production of customized goods.

Do I have the right measure of progress for over time 
revenue recognition?

If manufacturers determine their contracts qualify for the 
over time model of revenue recognition, they will need 

to evaluate the specific facts and circumstances of their 
production process to determine the best measure of 
progress for revenue recognition. 

Entities can use either the output method or the input 

(Continued on page 3)
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Upcoming Webinars & Events
Webinars are “no fee” and open to all interested 
parties. Upcoming webinars and events can be 
found here. Titles available include: 

■  Eye on Washington - Quarterly Business Tax 
Update – Feb 12 | 1-2 pm CST

■  Workplace Wellbeing: Strategies for Low Budget 
& Limited Resources – Feb 12 | 1-2 pm CST

CBIZ Employee Benefits On-Demand Webinars, 
available 24/7, can be found here. Popular titles: 

■  Exploring Self-Funded Benefits Strategies 
■  Culture is Key: How to Reenergize Your Company 

with a Standout Wellbeing Program
■  The Compatibility Factor: Making HSAs Work 

with Your Employee Benefits Plan
■  Year-End Legislative Update: The Year in Review 

and What’s to Come

Recently Published Resources

These guides highlight some of the key issues 
that will affect your strategic planning including 
business tax changes, business credits and 
deductions, international tax provisions and 
individual tax changes, regulatory and legislative 
updates and employee benefits benchmarks.

■  Guide to the New Tax Law
■  Regulatory & Legislative Update: What 

Employers Need to Know in 2019
■  Employee Benefits Benchmark Report

Case Study

Workers Compensation. Going from reactive to 
proactive, this company saw claims decline 22% 
and the mod rate declined to .9 since establishing a 
safety committee.
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method as the measure of progress. With the output 
measure, manufacturers would recognize revenue by 
directly measuring the value of the good or service that 
has been transferred to the customer in proportion to 
the total value of the good or service being transferred to 
the customer. Common output measures include units 
produced over units delivered and milestones reached.

Manufacturers may want to use the input method if 
the value of the effort put into creating the good or 
service being transferred to the customer is more readily 

available than the output. Common input measures 
include labor hours and machine hours.

Your Team

Have questions? For a deeper dive into 
your organization’s preparedness for 
revenue recognition, feel free  
to contact the author, Bob Batz 
(bbatz@cbiz.com or 727.572.1400), 
your local CBIZ MHM advisor or contact 
our MHM office directly. 

(Continued from page 2)

time of the year. The hacker demanded a ransom of one 
bitcoin ($3,633.99). Seven days later, the manufacturer’s 
systems were still shut down. 

While attacks on other industries more often make the 
headlines, the fact is manufacturing ranks among the 
verticals hardest hit by hackers. Globally, it is one of the 
most aggressively targeted industries by cyber-criminals 
for extortion, espionage and disruption of production. 
Cyber intrusions can result in the theft of sensitive data, 
disruption caused by access to systems or operational 
technology, or lost revenue associated with industrial 
espionage for competitive advantage. The ramifications 
can extend well beyond lost business and operational 
recovery to reputational damage and actual loss of 
customer base.

The WannaCry outbreak highlighted the extremely high 
toll malware infections can take when they disrupt 
manufacturing operations. The ransomware was 
responsible for forcing a Honda plant in Sayama, Japan 

Manufacturers Don’t 
Need Cyber Liability 
Insurance, Right?
By JOHN GONDEK

Healthcare organizations collect and manage 
personal and medical information and have HIPPA 
rules to follow. Banks, accountants and financial 

institutions maintain and secure all manner of private 
information. But, you are a manufacturer. You don’t hold 
credit card information. You don’t collect your client’s 
social security numbers. So it follows that you don’t need 
cyber liability insurance.

That’s what a candy manufacturer thought until a hacker 
locked down its systems in December, one of the busiest (Continued on page 4)
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to halt production for an entire day, likely costing the 
company millions. 

Over a year later Taiwanese chip-making giant TSMC 
suffered a similar fate, when a WannaCry infection tore 
through unpatched Windows 7 machines, knocking 
out production for days and costing the company an 
estimated 3% of its third-quarter revenue, or roughly 
$250 million.

Technology has created gains in production but also 
risk requiring protection.

The biggest risk factor for most manufacturers is a 
lack of investment in cybersecurity, which is especially 
troubling as the move toward connected Internet of 
Things (IoT) technology becomes more prevalent in the 
industry. Connected vendors, contractors and customers 
introduce more entry points along with the increased 
cyber risk. A complex combination of platforms and 
systems of varying ages contribute to security challenges.

In the current cyber environment, proactive protection 
is the key. An effective approach to cybersecurity 
will include several steps, including (1) identification 
of assets at risk, (2) creation and implementation 
of procedures and controls, (3) user training, (4) 
development of incident response and recover plan 
guidelines, and, yes, (5) securing cyber liability insurance 
to limit financial, legal and reputational damage.

Most notably, but not exclusively, cyber and privacy 
insurance policies cover a business’ liability for a data 
breach in which the company’s customers’ personal 
information, such as Social Security or credit card 
numbers, is exposed or stolen by a hacker or other 
criminal who has gained access to the company’s 
electronic network. The policies cover a variety of 
expenses associated with data breaches, including 
notification costs, credit monitoring, costs to defend 
claims by state regulators, fines and penalties, and loss 
resulting from identity theft. In addition, the policies 
cover liability arising from website media content, as well 
as property exposures from business interruption, data 
loss/destruction, computer fraud, funds transfer loss and 
cyber extortion.

Manufacturers should consider the utility of cyber 
insurance as both risk mitigation and a vehicle for 
improving cybersecurity positioning. This is a developing 

market, but in order to receive coverage, insurers can 
advise organizations on how to approach or improve 
cybersecurity. This can include advice on how to conduct 
risk assessments, ways to identify the appropriate 
products, processes and services to manage cyber risk, 
and steps to take to achieve a specific cybersecurity 
standard. Meeting the conditions of coverage and 
knowing that, in the event of a cybersecurity breach, 
recovery support is at hand, can provide peace of mind 
to a manufacturer. This can also provide customers 
with valuable supporting evidence to customers that a 
business is cyber protected.

What happened with the candy manufacturer? 

They called a number of IT firms for help. It took two 
days to hire someone. They did their best to process 
orders without their computer system. They paid 
overtime to employees. In the end, they paid the ransom 
and eventually got back in business. Total cost – over 
$140,000. 

The business interruption and cyber extortion pieces 
of the policy would have been the most important in 
this situation. The cost is determined by the number of 
personal records held, including employee records, the 
revenues of the firm, and the computer security protocols 
that are in place. The cost of a cyber liability insurance 
policy in the case of the candy maker would have been 
$3,000 annually. 

Moral of this story: In this hyper cyber environment, it 
is more important than ever to weigh the cost of loss 
against the cost of protection. 

Related Resources

■  Lessons Learned from Cyber Incidents in 2018
■  4 Steps to Beat Ransomware and Other Cyber Attacks 

Your Team

John Gondek is Vice President of CBIZ 
Insurance Services and leader of 
CBIZ’s Minneapolis Property & Casualty 
insurance unit. Feel free to reach 
out to John (jgondek@cbiz.com or 
763.549.2217) or your CBIZ insurance 
advisor about the current topic and 
other insurance risk mitigation topics. 
You may also connect with our risk 

advisory professionals for information regarding cyber 
and enterprise risk management. 

@CBZCBIZ BizTipsVideos
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Double Dip on DPAD and Section 199A
for Your 2017 Fiscal Year
By VANI MURTHY

Double dipping is not overreaching for businesses 
with fiscal years beginning in 2017 and ending 
in 2018. Recent IRS guidance indicates that 

the qualified business income (QBI) deduction under 
Section 199A, i.e., the pass-through entity deduction, 
and the domestic production activities deduction 
(DPAD) under Section 199 are both available in full for 
those fiscal-year taxpayers.

DPAD Background

Congress implemented the DPAD in 2005 to provide an 
incentive for manufacturing and production activities 
in the United States. The DPAD benefits a wide variety 
of qualifying businesses, including manufacturers, film 
producers, construction businesses, engineering or 
architectural businesses, and many others.

Overview and Compliance

Qualifying businesses of C corporations, sole 
proprietorships, estates and non-grantor trusts 
receive a tax deduction equal to 9% of their qualified 
production activities income (QPAI), which cannot 
exceed their taxable income (or adjusted gross income 
for individuals, estates or non-grantor trusts). QPAI is 
essentially the excess of gross receipts attributable to 
qualifying activities over the related cost of goods sold 
and other expenses, losses or deductions. Form 8903 
is used to calculate the DPAD and claim the deduction. 
The form must be attached to the taxpayer’s income tax 
return for the year in which the DPAD is claimed.

In the case of a partnership or S corporation that is 
engaged in a qualifying business, the QPAI is allocated 
to business owners who then claim the 9% deduction 
on their allocated QPAI. Owners claim the DPAD on Form 
8903 using the information provided by the entity. 

Changes under the New Tax Law

The tax reform law known as the Tax Cuts and Jobs Act 
(TCJA) repealed the DPAD for tax years beginning after 
Dec. 31, 2017 because the TCJA introduced the QBI 
deduction for tax years beginning after Dec. 31, 2017 
for pass-through entities. The QBI deduction is available 
for any taxpayer other than a corporation or a specified 
service trade or business (SSTB). The QBI deduction 
is equal to 20% of qualified business income from a 
qualified trade or business. This amount cannot exceed 
the excess (if any) of:

■  The taxable income of the taxpayer or
■  The taxpayer’s net capital gain.

Similar to QPAI with respect to the DPAD, QBI consists 
of the net amount of qualified items of income, gain, 
deduction and loss with respect to any qualified trade or 
business conducted within the United States. Investment-
related income and deductions are excluded from QBI.

The deduction is applied at the partner or shareholder 
level in the case of a partnership or S corporation. 

Effective Date for the QBI Deduction

The QBI deduction is available for tax years beginning 
after Dec. 31, 2017. Recent proposed regulations for 
the QBI deduction provide additional guidance about 
determining QBI and the other informational items 
needed to support the deduction (e.g., W-2 wages 
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and unadjusted basis immediately after acquisition of 
qualified property). If an individual receives any of these 
items from a business with a taxable year that begins 
before Jan. 1, 2018 and ends after Dec. 31, 2017, 
such items are treated as having been incurred by the 
individual during the individual’s taxable year in which or 
with which the business taxable year ends. In layman’s 
terms, the entire fiscal year of business activity is treated 
as incurred during 2018, including the portion actually 
incurred prior to 2018, when received by an individual 
with a 2018 tax year.

This is great news for 2018 fiscal-year businesses 
because it means the entire fiscal year of activity can 
be taken into account for purposes of the QBI deduction 
even though some of the activity arose prior to 2018. So 
what about the repeal of the DPAD?

As stated previously, the DPAD is repealed effective for 
taxable years beginning after Dec. 31, 2017. The Large 
Business & International division of the IRS issued a 
directive on Nov. 21, 2018, stating that taxpayers should 
not claim the DPAD for 2018 or later years, unless any of 
the following applies:

■  Their taxable year began before Jan. 1, 2018;
■  The DPAD results from being a shareholder or 

partner in an S Corporation or partnership with a 
taxable year that began before Jan. 1, 2018;

■  The DPAD results from being a beneficiary of an 
estate or trust with a taxable year that began before 
Jan. 1, 2018; or

■  The DPAD results from being a patron of an 
agricultural or horticultural cooperative with a 
taxable year that began before Jan. 1, 2018.

Furthermore, the directive has also been incorporated 
in the draft Form 8903 instructions issued by the IRS 
in December 2018. This makes it clear that individual 
taxpayers can claim the DPAD with respect to QPAI 
from flow-through entities having fiscal years ending 
in 2018 – without exception for any QPAI incurred 
subsequent to 2017 – on their 2018 fiscal year-end tax 
returns. Also, the draft 2018 Form 1040 instructions 
state that taxpayers who have a DPAD from fiscal-year 
pass-through entities generated in a tax year beginning 
before Dec. 31, 2017 should include such a deduction 
in the total on Line 36, Schedule 1 and identify the 
deduction as “DPAD.”

This guidance is incredibly positive for individual 
taxpayers because it means that individuals can take into 
account the entire 2018 fiscal year of activity for both the 
QBI and the DPAD.

Tax Compliance Challenges for Fiscal-Year Businesses
As stated previously, a business with a fiscal year 

beginning in 2017 and ending in 2018 generates items 
of QBI for the entire fiscal year that must be reported 
to business owners. Such fiscal years are reported 
using 2017 tax forms (i.e., the 2017 Form 1065 or the 
2017 Form 1120S). Since the 2017 tax forms do not 
provide any guidance regarding the QBI information to 
be provided to owners, such fiscal-year filers would need 
to turn to the 2018 draft Form 1065 or Form 1120S 
instructions for guidance. 

The draft instructions state that in order to allow 
owners to correctly figure the QBI deduction, the 
business must attach a statement to its Schedule 
K-1, separately identifying each trade or business and 
identifying any SSTB.

For each trade or business, the business must state, 
using the same box numbers as shown on Schedule K-1, 
the amount of the following:

■  Section 199A qualified business income
■  W-2 wages from qualified trade or business
■  Unadjusted basis on acquisition of qualified property
■  Section 199A REIT dividends
■  Qualified publicly traded partnership (PTP) income

Further, if the business has more than one trade or 
business, the business must enter an asterisk on each 
Schedule K-1 and enter “STMT” in the right column to 
indicate that the information is provided on an attached 
statement. 

With these reporting requirements, businesses may face 
acute reporting challenges as such information may need 
to be compiled and reported manually where automated 
reporting may not be available for the 2017 tax year.

Conclusion

With the repeal of the DPAD and the introduction of the 
new QBI deduction, the IRS took a very taxpayer-friendly 
position on the availability of both provisions with 
regard to the entire 2018 fiscal year of business activity. 
This may help to ensure a smooth administration during 
the transition phase and resolve some unfortunate 
outcomes for taxpayers in certain circumstances. As 
a result, taxpayers are in a uniquely advantageous 
position where they may be able to claim both the DPAD 
and the QBI deduction for a business with a fiscal year 
beginning in 2017 and ending in 2018, thereby doubling 
up their tax savings.

Your Team

For more information on the DPAD  
and the QBI deduction, don’t hesitate 
to reach out the author, Vani Murthy, 
your CBIZ advisor or local CBIZ MHM 
tax professional.
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Preparing to Recover from Natural Disaster
disaster like the ones highlighted above. It’s scary 
to even consider. Now here’s something even scarier 
– relatively minor fire or flood that forces you to 
shut down operations results in many of the same 
challenges as a disaster on the scale of The Camp Fire 
or Hurricane Michael.

Your commercial property insurance policy would 
help you rebuild your physical infrastructure, but are 
you equipped to deal with lost revenue and mounting 
expenses while you work to restore operations?

The difference between surviving a business interruption 
and going belly-up often hinges on one factor – 
preparation. The best way to prevent a disaster from 
putting the future of your business at risk is to have a 
proper continuity plan in place.

Business continuity planning involves:

1.  Defining potential risks, including risks faced by key 
vendors

2.  Determining how those risks will affect operations
3.  Implementing safeguards and procedures designed 

to mitigate those risks
4.  Testing those procedures to ensure they work
5.  Periodically reviewing the process to make sure it is 

up to date

By MARK LEETCH 

Natural disasters seem to have become a fact 
of life, increasing in frequency, intensity and 
impact. The nation saw multiple, unprecedented 

natural disasters in 2018, from the deadliest wildfire in 
California’s history, ‘One-in-1,000-Year’ rainfall events 
and a hurricane season again delivering massive 
destruction and flooding (Florence and Michael). Bomb 
cyclones in New England caused 2 million to lose power, 
affecting six states and grounding over 4,000 flights. 

Loss of property and tragic loss of life as disasters 
hit are reported in depth. As the news cycle passes, 
the rolling ramifications of these disasters often go 
unreported. For example, when power outages last for a 
significant amount of time, it’s a tremendous disruption 
to business, impacting business owners, employees, 
vendors and customers. 

According to the Federal Emergency Management 
Agency (FEMA), as many as 40% of businesses forced to 
suspend operations due to a natural or human-caused 
disaster never reopen their doors. That’s why anticipating 
and planning for recovery should be just as high of a 
priority as having a proactive growth plan.

Imagine the worst, then plan for it.

Try to imagine the challenges and struggles your 
business would face in the wake of a natural 
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(Continued from page 6)

Start the process by establishing a planning team tasked 
with developing the continuity plan. Typical goals of your 
plan should include:

■  Protecting the safety of employees, visitors, 
contractors and others at risk from hazards at the 
facility

■  Maintaining customer service by minimizing 
interruptions or disruptions of business operations

■  Protecting facilities, physical assets and electronic 
information

■  Preventing environmental contamination
■  Protecting your organization’s brand, image and 

reputation

The planning process should take an “all hazards” 
approach. The probability that a specific hazard will 
impact your business is hard to predict; that’s why it’s 
important to consider many different threats and hazards 
and the likelihood they will occur. A business impact 
analysis can predict the consequences of an interruption 
and give you a good idea of how your operations would 
be affected in case you were forced to temporarily close.

It’s more than an administrative drill.

Implementing disaster planning for your business 
requires more than simply drawing up a plan to pull 
up when a disaster hits. That may seem obvious, yet 
plans often miss the mark when there is insufficient 
action on recommendations made during the hazard 
analysis. Integration of the plan into company operations, 
employee training and annual audit of the plan to identify 
any factors that may necessitate changes (updated 
regulations, new hazards) will ensure your response is 
sufficient when needed.

Weaving together risk management analysis and 
planning (as described above) with risk mitigation 
through insurance will deliver the best case overall 
approach to disaster risk preparation. Business 
interruption insurance is an important complement to 
planning and a critical tool to mitigate disaster impact. In 
the event of a disruption, business interruption insurance 
provides coverage for:

■  Revenue – Coverage for income your business would 
have earned during a closure period if it had been 
operating normally.

■  Rent or Lease Payments – Even if premises are 
unusable following a disaster, many leases still require 

that you make payments. Business interruption 
insurance allows you to continue making those 
payments, even while your business is not operating.

■  Relocation – Covers the expenses of moving your 
business to a temporary location and may include 
both moving and rent costs.

■  Employee Wages – Can help you avoid losing staff 
while you’re closed by ensuring that you make payroll.

■  Loan Payments – Ensure you never miss a loan 
payment until you are fully operational again.

Business interruption insurance is designed to give your 
business access to the assets you need when you need 
it most. Because these policies can be complex, it is 
prudent to work closely with your insurance broker to 
develop coverage that is customized to your facility, staff 
and operations.

Related Resources

■  Six Steps to Minimize Business Interruptions
■  Plan for the Unexpected: a Guide to Disaster 

Preparedness
■  You never know when a natural disaster will strike; be 

prepared!

Your Team

Mark Leetch is Director of Risk 
Consulting for the Midwest region of 
CBIZ Insurance Services, Inc. Feel 
free to reach out to Mark (mleetch@
cbiz.com or 816.945.5235) about 
the current topic and other insurance 
risk mitigation topics. You may also 

connect with our CBIZ Risk & Advisory professionals 
for information regarding cyber and enterprise risk 
management.

DISCLAIMER: This publication is distributed with the understanding that CBIZ is not rendering legal, accounting or other professional 
advice. This information is general in nature and may be affected by changes in law or in the interpretation of such laws. The reader 
is advised to contact a professional prior to taking any action based upon this information. CBIZ assumes no liability whatsoever in 
connection with the use of this information and assumes no obligation to inform the reader of any changes in laws or other factors that 
could affect the information contained herein. 
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Top Transfer Pricing 
Considerations 
for Manufacturers
By JOSH FINFROCK and AVA COLOCHO

The quest for cost efficiency in the production 
process has pushed many businesses into 
offshoring part or all of their manufacturing 

activities into lower-cost jurisdictions. Operating abroad 
comes with a host of considerations, from navigating 
local culture to complying with local laws and managing 
international tax reporting requirements. In these 
conversations, transfer pricing laws are becoming more 
and more important.

Transferring goods, services, intangible assets and 
capital among related entities requires the same 
pricing that would have resulted from an “arm’s length” 
transaction with an unrelated entity. Transfer pricing 
rules vary by country and are evolving quickly as 
countries worldwide attempt to limit base erosion and 
profit shifting (i.e., the practice of companies splitting 
up their operations in an effort to reduce their tax bill 
in their home country). International activity around 
financial transparency makes transfer pricing compliance 
a challenge because of the speed with which the laws 
and requirements in various countries are changing. If 
your company has international operations, it should 
consider the implications of the following as part of its 
tax-reporting strategy.

Managing the BEPS Project

A few years ago, a collective of 36 member countries in 
the intergovernmental Organisation for Economic Co-
operation and Development (OECD) released anti-profit 
shifting recommendations – collectively the Base Erosion 
and Profit Shifting (BEPS) project. Through its BEPS 
actions, the OECD is trying to build global consensus 

around enhanced transparency and proper alignment of 
profit outcomes with economic substance as it relates to 
related party transactions. 

Many countries have implemented BEPS actions into 
their local country transfer pricing laws, which increases 
the burden on taxpayers to demonstrate compliance with 
the arm’s length standard. For example, the Australian 
Tax Office recently released a draft of guidelines that will 
affect multinational groups with Australian subsidiaries 
and inboard distributors. For a sampling of how many 
local countries are adjusting their transfer pricing policies 
and the types of changes they are making, see our latest 
quarterly transfer pricing update.

Compliance Enforcement

BEPS-related changes are also expected to increase 
the amount of transfer pricing audit inquiries and 
controversies. The IRS Large Business and International 
(LB&I) Division has included Related Party Transactions 
in its core compliance initiatives. It will conduct issue-
based examinations and compliance campaigns with 
a particular focus on related party transactions in the 
mid-market segment. International jurisdictions may be 
similarly focused on intra-entity activities.

If selected for an exam, manufacturers might be required 
to produce a transfer pricing study. Manufacturers that 
do not have the necessary documentation in place may 
find complying with the transfer pricing study request 
both extremely time-consuming and costly.

Juggling Compliance and Law Changes

The changes to local country policies coupled with 
the increasing risk of enforcement actions may be 
outpacing the capacity of your internal tax department. 
Companies operating in multiple jurisdictions may need 
to outsource some of the transfer pricing related work 
to ensure that transfer pricing policies are up-to-date 
and that the company is maintaining the necessary 
transfer pricing documentation to support arm’s length 
transactions and pricing. 

For an example of how one manufacturer benefitted 
from outsourcing its transfer pricing activities, see 
our case study: Transfer Pricing Studies Alleviate 
Manufacturer’s Compliance Burden.

Your Team – For 
More Information

For more information 
on transfer pricing, 
don’t hesitate 
to reach out to 
the authors, Ava 
Colocho and Josh 

Finfrock, or your local CBIZ MHM tax professional.
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