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Abstract - Multinational enterprises operating intercompany 

supply chains are subject to increasing regulatory scrutiny 

under global transfer pricing and revenue recognition 

frameworks. In high-seas and direct-ship commercial 

models, ensuring a guaranteed minimum intercompany 

margin at the point of transaction initiation remains a 

systemic challenge. This paper presents a configurable 

Oracle Fusion Cloud Order Management (OM) pricing 

architecture that enforces a minimum 8% intercompany 

profit through structured cost-plus pricing validation at 

order booking. The proposed solution integrates Order 

Management, Advanced Pricing, Cost Management, 

Shipping Execution, and Intercompany Financials to 

operationalize arm’s length principles within transactional 

workflows. By shifting profitability validation upstream into 

the pricing engine, the architecture enhances compliance, 

reduces audit exposure, and establishes a scalable global 

reference model for multinational enterprises. 
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1. Introduction 
Intercompany transactions are among the most 

scrutinized operational flows within multinational enterprises 

due to their direct impact on tax allocation, regulatory 

compliance, and financial reporting integrity. The OECD 

Transfer Pricing Guidelines require that transactions between 

related legal entities comply with the arm’s length principle, 

ensuring appropriate profit allocation across jurisdictions [1]. 

Failure to enforce consistent and defensible pricing 

mechanisms may result in tax reassessments, penalties, and 

reputational risk. 

Simultaneously, IFRS 15 establishes that revenue 

recognition is based on transfer of control rather than merely 

shipment events, creating additional complexity in high-seas 

sales and cross-border fulfillment scenarios [2]. When 

ownership transfer, invoicing triggers, and shipment 

execution occur at different stages, enterprises must ensure 

that pricing and margin recognition align with accounting 

standards. Oracle Fusion Cloud provides native 

intercompany processing and pricing capabilities; however, 

standard implementations often rely on predefined price lists 

rather than dynamic cost-plus validation models [3]. While 

functional for stable cost environments, static pricing 

approaches may expose organizations to margin erosion 

when logistics costs fluctuate or manual overrides occur. 

 

This paper advances a pricing-centric governance model 

in which Oracle Fusion OM operates as a proactive margin 

enforcement engine. Instead of validating profitability after 

fulfillment, the architecture embeds cost derivation, markup 

calculation, and threshold validation within the pricing 

workflow itself. Although inspired by a real-world cross-

border scenario, the design is globally applicable to any 

enterprise operating multiple legal entities within Oracle 

Fusion Cloud. 

 

2. Problem Statement and Business Challenges 
A selling legal entity sources finished goods from a 

related manufacturing legal entity. The manufacturing entity 

ships goods directly to the end customer under a high-seas 

arrangement. Customer invoicing is triggered upon port 

arrival or transfer of control. Corporate transfer pricing 

policy mandates a minimum 8% intercompany profit for the 

selling legal entity. 

 

Table 1. Key Challenges 

# Challenge Business Risk 

1 High-seas ownership timing Misaligned revenue recognition under IFRS 15 [2] 

2 Direct shipment model Limited landed cost visibility at order entry 

3 Transfer pricing compliance Regulatory adjustment under OECD principles [1] 

4 Logistics cost variability Margin erosion 

5 Manual pricing overrides Audit and control weakness 

 

Transfer pricing frameworks widely recognize the cost-

plus method as appropriate for routine distribution and 

manufacturing arrangements where entities perform limited-

risk functions [1][6]. However, ERP implementations 

frequently operationalize transfer pricing through static price 

lists, which may not dynamically reflect cost movements or 
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logistics variability [3]. The central technical challenge is 

therefore to ensure that no intercompany transaction 

proceeds beyond order booking unless the mandated 

minimum profitability threshold is satisfied. 

 

3. Approach to the Solution 
The proposed solution is based on three architectural 

principles: 

 Upstream Margin Enforcement – Validate 

profitability at order booking rather than through 

post-period adjustments. 

 Structured Cost-Plus Pricing – Derive transfer price 

from auditable cost components consistent with 

OECD guidance [1]. 

 Configuration-Driven Governance – Utilize 

standard Oracle Fusion capabilities to maintain 

cloud upgrade integrity [3][4]. 

 

The pricing formula implemented within Advanced Pricing 

follows a structured cost-plus methodology: 

Transfer Price = (Manufacturing Cost + Estimated Logistics 

Cost) × (1 + Markup %) 

Where Markup % ≥ 8%. 

This approach aligns with recognized transfer pricing 

methodologies and industry advisory practice [6][7]. 

Embedding the formula directly into Oracle’s pricing engine 

ensures systematic and repeatable enforcement. 

 

4. Solution Design and Functional Architecture 
4.1. Architectural Overview 

The architecture consists of four integrated control layers 

consistent with Oracle’s modular cloud framework [3][4]: 

 Order Orchestration Layer (Oracle OM) – Captures 

intercompany sales orders and controls booking 

validation. 

 Cost Intelligence Layer (Cost Management) – 

Supplies manufacturing cost baselines through cost 

books and item cost profiles. 

 Pricing Enforcement Layer (Advanced Pricing) – 

Executes cost-plus calculation and validates the 8% 

minimum margin. 

 Financial Settlement Layer (Receivables / Payables) 

– Processes intercompany AR/AP entries consistent 

with Oracle’s intercompany accounting model [4]. 

 

4.2. Functional Responsibilities by Module 

Table 2. Responsibilities per Module 

Module Responsibility Key Configuration 

Order Management Intercompany order capture and booking 

control 

Orchestration rules, intercompany customer setup 

Advanced Pricing Margin computation and threshold validation Pricing formulas, charge components, validation 

rules 

Cost Management Cost derivation Cost books, cost profiles 

Shipping Execution Direct shipment processing Drop ship flow, shipment confirmation 

Receivables / 

Payables 

Financial settlement Intercompany accounting rules 

 

4.3. Pricing Control Logic 

The pricing engine evaluates each order line through the 

following sequence: 

 Retrieve manufacturing cost from Cost 

Management. 

 Add estimated freight and insurance components. 

 Apply minimum 8% markup using pricing formula. 

 Calculate effective margin percentage. 

 If margin < 8%, prevent booking or trigger 

repricing workflow. 

 

By enforcing validation prior to fulfillment release, the 

architecture eliminates downstream true-up adjustments and 

strengthens internal control frameworks consistent with 

enterprise risk management principles [8]. 

 

 

 

 

 

 

 

 

4.4. Functional Architecture Flow 

 
Figure 1. Intercompany High-Seas Governance 

 

Figure 1 presents a swimlane representation of the end-

to-end intercompany high-seas transaction architecture, 

illustrating organizational responsibility boundaries and 

system-enforced pricing governance across functional 

domains. The transaction originates within the Selling Legal 

Entity, where an intercompany sales order is created in 

Oracle Fusion Order Management. This action initiates the 
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commercial intent but does not yet finalize pricing 

compliance. 

 

Within the Oracle Fusion System layer (Order 

Management, Advanced Pricing, and Cost Management), the 

system retrieves the manufacturing cost baseline and applies 

the predefined 8% cost-plus markup. This layer represents 

the architectural control point where profitability validation 

is enforced. Pricing is not treated as a static price list 

reference; instead, it operates as a structured governance 

mechanism ensuring that transfer pricing requirements are 

satisfied before the transaction progresses further. 

 

Upon successful validation, execution transitions to the 

Manufacturing Legal Entity, which performs direct shipment 

to the end customer under the high-seas model. This reflects 

the physical supply chain layer of the architecture. Finally, 

the Finance layer (Accounts Receivable and Intercompany 

Accounts Payable) performs customer invoicing and 

intercompany settlement, ensuring alignment between 

operational execution and financial recognition. 

 

The swimlane structure emphasizes segregation of 

responsibilities while simultaneously illustrating system-

level integration across entities. By embedding pricing 

enforcement within the Oracle Fusion system boundary, the 

architecture ensures that profitability governance is applied 

upstream, prior to fulfillment and accounting recognition. 

This design reduces regulatory exposure, minimizes post-

period true-ups, and strengthens audit defensibility across 

multinational legal entity structures. 

 

 
Figure 2. Layered Intercompany Margin 

Enforcement Architecture in Oracle Fusion Cloud 

 

Figure 1 illustrates the intercompany pricing and margin 

validation workflow embedded within Oracle Fusion Order 

Management. The process begins with the creation of an 

intercompany sales order by the selling legal entity. Upon 

order entry, the system retrieves the relevant manufacturing 

cost from Cost Management, establishing the cost base for 

transfer pricing computation. The Advanced Pricing engine 

then applies a structured cost-plus methodology, 

incorporating a mandatory minimum markup of 8 percent in 

accordance with corporate transfer pricing policy and OECD 

arm’s length principles [1]. 

 

The decision node represents the critical compliance 

checkpoint within the transaction lifecycle. At this stage, the 

system evaluates whether the calculated margin meets or 

exceeds the predefined 8 percent threshold. If the margin 

requirement is satisfied, the order is booked and released for 

fulfillment. If the margin falls below the threshold, the 

system blocks booking or initiates repricing, thereby 

preventing non-compliant transactions from progressing 

further in the operational workflow. 

 

This upstream validation mechanism transforms pricing 

from a passive calculation function into an active governance 

control, ensuring that regulatory profitability requirements 

are enforced prior to fulfillment and financial settlement. By 

embedding margin enforcement directly within order 

orchestration, the architecture eliminates downstream 

corrective adjustments and strengthens audit defensibility 

across multinational legal entity structures. 

 

5. Scope and Limitations 
5.1. In Scope 

 Oracle Fusion Cloud Order Management 

 Advanced Pricing configuration 

 Cost-based markup enforcement 

 Intercompany AR/AP processing 

 

5.2. Out of Scope 

 External freight rate APIs 

 Automated customs optimization engines 

 Deep tax engine customization 

 

6. Contribution and Impact 
The architecture contributes to enterprise practice in three 

principal ways: 

 Operationalizing Transfer Pricing – Embeds 

OECD-aligned cost-plus methodology directly into 

ERP transaction flow [1][6]. 

 Accounting Consistency – Aligns pricing 

enforcement with IFRS 15 control-based revenue 

recognition principles [2]. 

 Cloud Governance Model – Demonstrates 

configuration-based compliance using standard 

Oracle Fusion capabilities [3][4]. 

 

By integrating pricing governance with transaction 

orchestration, the model strengthens audit defensibility, 

reduces manual intervention, and enhances regulatory 

transparency across multinational operations [7][8]. 

 

7. Conclusion 
Cross-border intercompany operations demand 

systematic margin governance rather than static pricing 

configuration. OECD transfer pricing principles require 

demonstrable arm’s length profitability [1], while IFRS 15 

mandates alignment between control transfer and revenue 



Nabil Abdul Vahab Parkar / IJETCSIT, 7(2), 223-226, 2026 

226 

recognition [2]. The pricing-centric architecture presented in 

this paper transforms Oracle Fusion Order Management into 

a proactive compliance and profitability enforcement 

mechanism. Through structured cost derivation, markup 

validation, and booking control using standard cloud 

configuration, enterprises can guarantee a minimum 8% 

intercompany margin across multinational legal entity 

structures. The framework provides a scalable and globally 

applicable reference model for automating transfer pricing 

governance within cloud ERP environments. 
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