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(iv) If in any of the five taxable years the 
equivalent royalty amount is determined not 
to be an arm’s length amount, a periodic ad-
justment may be made pursuant to § 1.482– 
4(f)(2)(i). The adjustment in such case would 
be equal to the difference between the equiv-
alent royalty amount and the arm’s length 
royalty in that taxable year. 

(7) [Reserved]. For further guidance, 
see § 1.482–4T(f)(7). 

(g) [Reserved] For further guidance, 
see § 1.482–4T(g). 

(h) Effective/applicability date—(1) In 
general. The provisions of paragraphs 
(f)(3)(i)(A), (f)(3)(ii), and (f)(4) of this 
section are generally applicable for 
taxable years beginning after July 31, 
2009. 

(2) Election to apply regulation to ear-
lier taxable years. A person may elect to 
apply the provisions of paragraphs 
(f)(3)(i)(A), (f)(3)(ii), and (f)(4) of this 
section to earlier taxable years in ac-
cordance with the rules set forth in 
§ 1.482–9(n)(2). 

[T.D. 8552, 59 FR 35016, July 8, 1994; T.D. 9278, 
71 FR 44484, Aug. 4, 2006; T.D. 9456, 74 FR 
38842, Aug. 4, 2009] 

§ 1.482–4T Methods to determine tax-
able income in connection with a 
transfer of intangible property 
(temporary). 

(a) through (f)(3)(i)(A) [Reserved] For 
further guidance, see § 1.482–4(a) 
through (f)(3)(i)(A). 

(B) Cost sharing arrangements. The 
rules in this paragraph (f)(3) regarding 
ownership with respect to cost shared 
intangibles and cost sharing arrange-
ments will apply only as provided in 
§ 1.482–7T. 

(f)(3)(ii) through (f)(6) [Reserved] For 
further guidance, see § 1.482–4(f)(3)(ii) 
through (f)(6) 

(g) Coordination with rules governing 
cost sharing arrangements. Section 1.482– 
7T provides the specific methods to be 
used to determine arm’s length results 
of controlled transactions in connec-
tion with a cost sharing arrangement. 
This section provides the specific 
methods to be used to determine arm’s 
length results of a transfer of intan-
gible property, including in an arrange-
ment for sharing the costs and risks of 
developing intangibles other than a 
cost sharing arrangement covered by 
§ 1.482–7T. In the case of such an ar-
rangement, consideration of the prin-

ciples, methods, comparability, and re-
liability considerations set forth in 
§ 1.482–7T is relevant in determining the 
best method, including an unspecified 
method, under this section, as appro-
priately adjusted in light of the dif-
ferences in the facts and circumstances 
between such arrangement and a cost 
sharing arrangement. 

(h) Effective/applicability date. The 
provisions of paragraphs (f)(3)(i)(B) and 
(g) of this section are generally appli-
cable on January 5, 2009. 

(i) Expiration date. The applicability 
of this section expires on or before De-
cember 30, 2011. 

[T.D. 9278, 71 FR 44484, Aug. 4, 2006, as amend-
ed by T.D. 9441, 74 FR 351, Jan. 5, 2009; T.D. 
9456, 74 FR 38843, Aug. 4, 2009] 

§ 1.482–5 Comparable profits method. 

(a) In general. The comparable profits 
method evaluates whether the amount 
charged in a controlled transaction is 
arm’s length based on objective meas-
ures of profitability (profit level indi-
cators) derived from uncontrolled tax-
payers that engage in similar business 
activities under similar circumstances. 

(b) Determination of arm’s length re-
sult—(1) In general. Under the com-
parable profits method, the determina-
tion of an arm’s length result is based 
on the amount of operating profit that 
the tested party would have earned on 
related party transactions if its profit 
level indicator were equal to that of an 
uncontrolled comparable (comparable 
operating profit). Comparable oper-
ating profit is calculated by deter-
mining a profit level indicator for an 
uncontrolled comparable, and applying 
the profit level indicator to the finan-
cial data related to the tested party’s 
most narrowly identifiable business ac-
tivity for which data incorporating the 
controlled transaction is available (rel-
evant business activity). To the extent 
possible, profit level indicators should 
be applied solely to the tested party’s 
financial data that is related to con-
trolled transactions. The tested party’s 
reported operating profit is compared 
to the comparable operating profits de-
rived from the profit level indicators of 
uncontrolled comparables to determine 
whether the reported operating profit 
represents an arm’s length result. 
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