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TRANSFER PRICING ©

interest & allocation of cost in relation of

E i See 92 f\l\\/ income, (‘,x'"‘n(“'l”ﬂp“
l" ’
£ international transaction or specified domestic transaction shall be computed having
e
5 regard to Arm'slength price,
B !
E: ALP means - Correct market price, fair price,
e
'
o
3] then transfer

Tf due to ALP there is reduction in the income or increasing the losses

pricing provisions shall not apply.

e
&g

Sec V2B International Transactions . .
Tt means - (o) Transaction between two or more Associated Enterprises(AE)& |
(b) At least one must be Non Resident (NR) -

Note: I IR
1 Transaction should be in the nature of purchase, sale, lease of proper“ry provuswn of |

service, lending or borrowing of money etc. e
If both AE's are NR, then TP shall only apply if income of one of the NR is ‘raxable under

n

s e e L

ITAct, 1961, e
Transaction between enterprise & unrelated person shall be deemed ‘ro be m‘rer'naﬂonal

__ transaction, if ' S —

a) there exists aprior agreement between AE &unrelated per'son or

; b) terms of transactionare determined by A.E.

% . (AE)

3 o<® S
] e o YLtd.

- WO - —
3 ol O Prior agreement between

g 2b : L i o A ——.
(AE) «— yLtd&ALtd. |

i x LTd‘ \ 7 s |
j Unrelated Person |

{
|
i

Deemed to be an
International Transaction A Ltd. (Resident / NR)

tion between X Ltd. & A Ltd lS noT an mternatlenal

In the above example, the transac
transaction but if there is prior agreement be'rween V Ltd & A L’rd related 1'0 1

transaction between X Lid & A Ltd & terms are determmed by Y LTd Then 'rhe

transaction between X Ltd. & A Ltd. is ’rr'eated as deemed To be mterna‘nonal

transaction. | bl Lo —
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# Sec 92A: Associated Enterprise

| Twoenterprisesshall be freated as AE's if at any time duri

gthepy. T~
: T “"‘“‘“‘\f\ =
One enterprise holds at least 26 % shares (voting power) of other entenprise, —

0' - T ——— P . - i
b Ay personholds at least 26 ‘/o‘s_har@slo_f?EC*IHﬂ.Sth-é“*%'fPfJSE |
B Note: Above relaﬁonship covered direct as we|| as [r};_il_ r:g_c:r-ggrir_q_l. |

———————— —1onship cover - —— B

CExil Tata Ltd. holds 337‘_’_0‘.?_‘\{2*“"_‘9‘&‘1”!?_’.1_[2 Igia__‘f.\u/\pjg_@ L‘rg grld_Ta‘ra Motorg Ltq !
| _holds80% Voting e rindlRld, - .

In above situation, Tatq "-l‘i:_h_,‘ii?_@_’._?_ll‘l‘?ie voting power |

| directly and in JLR

e votin “_ﬁ___h;_nﬁ Tatq m
. directly and L1d. indirectly (i, Throug
M_L:Ic@é‘egs}g@ LRLtd. are AE's,
‘;__,>_‘§§3‘-MLT_@0E5 40% of vo

—_

——2 0T Voting power in both T¢s
—Neither TCSLtd, hog

—————

| “=1d. willbe AE'g ““\-ir
&5\—‘”3' enferpr@_e 9ppoints more than half of the Bop Or one or more Executive Director E
L of Ofbg[_qrﬁerprlse, I

T —

IR, p g5 i
~—9Ppointed g

—Tectors on jtg Board, oy of that, Tata Motors Ltd. hes
; Ef\\%%e JLR
~—X2 Mr 4

1d, :
2 oar glvE b \\\ ! bOTh JIO LTd

|
b ' Ltd. and Tata MotorsLtd. are AE's. = \J!
ot N appointeq g o~ 9d Tata Motors g . |
J execw FE@E%C*OPS out of 15 directors of Jio Ltd, and GPPO'”"e_ ; \1
| E"\ X&&i‘\%\board Of RIL Ltq In such Case, since a common personie. |
AN gy
eXecyti Mm“ € than hqjf of the dipe
“*\\Ffﬂg_dlrec‘rors inRIL |
Aloan givye o r
L n by Ohe eny

; 2
ctors in Jio Ltd. and appomff’—ﬁ/\k;
-ANdRIL | 44, are AE's. :
o
|T—=110Ssetg h\‘“ﬂie to othep e

| f k-
0
| Nerprise, ot least 51% of the Book Value /\l
B g e, DSt g —
\\\ Qlue of tot '\ s
y[ TS oK g oSSt of L1d. 152100 crores b3 Ltd.advancesloanof 2=~
T%;ﬂlhjg Case éE [T\
L v .

t .QdVane bOo_/\\\
~— o . . [+ fhe
— &'E'EHJOMI Q sel‘s\;c\lzhrs oun 80 crores 1 KK Ltd, which is 60% of |
~10las;
I._One Nterpriq gr\_\ TdN

B Sy By —— i
\\f‘ \iInC- hqs-r = 'eQST 10% of the Totql Borrowing of the OM’/? h
\\ I on dO”le‘S fr‘om xyz Bank of America. Out

Copneiads o
[ —
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) ltf_d.i”un Indian company, quarantees 20% of total borrowings in case of any default
made by P Tne, Tn such case, since A Lid, quarantee 20% of 1otal borrowings of PInc., P
Inc.and ALTd are AE's,

g.  TheBusiness of one enterprise is wholly dependent on knowhow, patent, copy right etc.

’ of other enterprise, _
Ex:  Kia Motors India Lid, manufactures cars in India using Knowhow of Hyundai
Motors Ltd. south Korea,

In this case, Kia Motors India Ltd, business is totally (100%) depends on Knowhow of
Hyundai Motors Ltd, Hence, Kia Motors India Ltd. & Hyundai motors Ltd. are AE's,

h. 90% ormorce of raw material required by one enterprise is supplicd by other enterprise,

and the prices and other conditions relating to the supply are influenced by such other

enterprise

Ex: Sam Ltd. USA supplics raw material of 91 Lakhs to BB Ltd. India and Total RM

used by BB Ltd. is 100 lakhs. Inthis case Sam Ltd. & BB Ltd. are AE's if price influenced

by Sam Ltd.

-_—
.

Goods manufactured by one enterprise are sold o other enterprise & price & ofhgp

conditionare influenced by other enterprise.

| Ex: BB Ltd. of India sells good to Martin Ltd. of Canada. In this case BB LTd. & Ma-r'.‘rih' ”

Ltd.are AE's if price & other conditions related to sales is influence, by MartinLtd.
i ' One enterprise is controlled by individual & other enterprise is conTr'oIIed by such
individual or his relative or jointly by individual & relative. | o
_Ex: Mr. A and Mr. B are relatives. Mr. A has control over X Ltd. and Mr. B has contro|
| _over Y Ltd. Therefore,both X Ltd.and Y Ltd. will be deemed associated énterbrisgs
_k ' One enterprise is controlled by HUF & other em‘erprise is con’rroiled by mcm.be_p e
1 relative of member or jointly by member & relative, - -
— ! _2212:::*5:: has at least 10% interest in another en‘f_grprESe_being partnership Firm,

— | Anyrelationship of mutual interest, as may be PPC’-SCI‘Aibed’ . o
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