Short Summary on Domestic transfer Pricing
1. As per Domestic TP provisions, the transaction between two related parties shall be at “arm length price.” The fair market price can be established using market evidence. 
Arm length price can be determined by use of methods prescribed under international transfer pricing.
2. Transaction with all the related parties during the year exceeds Rs. 5 Crores then DTP is applicable.

3. What is the compliance?
Taxpayer that have specified domestic transaction would need to do the following

· Maintain requisite information and documents as prescribed; and

· Obtain and furnish a prescribed report from an Accountant in Form 3CEB.
4. Due date for filing the Accountant’s report and documentation

· The Accountant’s report needs to be submitted with the tax authorities by the due date of filing annual return of income. At present, the due date is 30 November.

· Documentation is not required to be submitted along with the Accountant’s report, but is to be in place by the due date. It does need to be submitted during the course of the audit/ assessment

Penal Consequences

A stringent penalty regime has been prescribed:

· Failure to maintain documents - 2% of the value of the transaction

· Failure to furnish documents   – 2% of the value of the transaction

· Failure to report a transaction in Accountant’s report – 2% of the value of the transaction

· Maintaining or furnishing incorrect information or documents – 2% of the value of the transaction

· Adjustment for incorrect pricing – 100% to 300% of the additional tax payable

Methods for determining Arm’s Length Price
The Arm’s Length Price has to be determined applying any of the prescribed methods

· Comparable Uncontrolled Price Method (CUP)

· Resale Price Method (RPM)

· Cost plus Method (C+)

· Profit Split Method (PSM)

· Transactional Net Margin Method (TNMM)

· Or any other method as prescribed by the Central Board of Direct Taxes

Documentation

The documentation would mainly include the following:

· Ownership structure and group profile

· Industry and business analysis

· Functions, Assets and Risks analysis (FAR analysis)

· Selection and application of most appropriate method

· Comparability analysis and

· Determination of Arm’s Length Price

Assessment/Audit

A separate cell consisting of transfer pricing officers will now perform the assessment of Specified Domestic Transactions instead of assessing officers.

Statute of limitation for completion of assessment

The time limit for completion of audit is at present will be o 48 months from the end of the relevant tax year.
