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Legal framework

- Sec. 92C(1)

- The arm's length price in relation to an international transaction or
specified domestic transaction shall be determined




Legal framework

- Rule 10B(1) (a) comparable uncontrolled price method—

- (i) the price charged or paid for property transferred or services provided in a
comparable uncontrolled transaction, or a number of such transactions, is identified,;

- (i) such price is adjusted to account for differences,
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Comparability

- Possibilities
- Same property & same circumstances
- Same property & similar circumstances




Comparabllity Factors

- similarity of product
- differences in the physical/functional features
- contract terms




Product similarity

- Product characteristics
- Qualitative




T
Product similarity - Examples

Example 1

One enterprise sells unbranded Colombian coffee beans to its AE. The
only available uncontrolled transaction involved unbranded Brazilian

coffee beans.

- Product specification
- Difference in the coffee beans due to origin




I
Markets

- Markets vary in terms of
- Geography




Markets

Example

A cosmetic is sold at high price to overseas AE boutiques while the same
cosmetic in different packaging is sold to large supermarkets in that country at




Markets

- Facts*

- Sale by IndCo to-
- AEinUS at$ 15
- Unrelated parties in Europe at average of $ 21
- Assessee’s contentions
- No reduction in total tax paid globally by the AEs

*Gharda Chemicals(2009-TIOL-790-ITAT-MUM)



Bargaining Power

- Facts*
- Sale of extended warranties for goods sold at Taxpayer’s UK retail outlets
- Insured with ASL, IoM (unrelated loM Company)
- ASL reinsured with DISL, oM (Co related to assessee)




Volume Differences

Case 1

- Sale to AE distributor 1000 tons at $ 80
- (after suitable volume discount)

- Sale to unrelated distributor 500 tons at $100
- Adjustment to price based on typical volume discounts in that market




Public exchanges

- Comparability with tested transactions
- Prices driven by equilibrium between supply and demand
- homogenous nature of the product
- availability of pricing information to both buyers and sellers




CUP for Intangibles

- Internal CUP if a party licences the same IP to both related and
unrelated parties

- Companies rarely licence valuable IP to unrelated parties




Functional Analysis for CUP

- Method not limited to identifying a price between
unrelated parties




Concluding thoughts

- CUP most attractive if appropriate data is available

- CUP data-specific

- Standard for what constitutes appropriate data tends to rise with tax
authorities experience







