Transter pricing: CBDT notifies
tolerance range for AY 2020-21

Government leaves
tolerance range
unchanged in
pandemic times
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No transfer
pricing tax
relief for FY20
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The CBDT on Monday re-
notiffed the Prevalling 1 per
cent olerance range for
wholesale trading and 3 per
Cent range for all ceher crans-
actions undertaken thuring
the financial year emding
March 31, 2020,
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CBDT keeps tolerance range for transfer
pricing unchanged, experts surprised

EEEEEE 1he central Board of Direct Taxes has
TﬁxEs re-notified prevailing 1% tolerance
range for wholesale trading and the 3%
range for all other transactions during
financial year ending 31 March 2020,

for transfer pricing cases for
multinationals.

“The Central Government hereby
notifies that where the variation between the arm's length price determined
under section 92C of the said Act and the price at which the international
transaction or specified domestic transaction has actually been undertaken
does not excead 1% of the latter in respect of wholesale trading and 3% of the
latter in all other cases,” the Board said in a notification on Monday.

The price at which the international transaction or specified domestic
transaction has actually been undertaken shall be deemed to be the arm’s
length price for assessment year 2020-2021, the notification added.

To qualify as “wholesale trading.” the purchase cost of finished goods must be
BO% or more of the total cost pertaining to such trading activities. the Board
said, adding that the average monthly closing inventory of such goods must be
10% or less of sales pertaining to such trading activities.

I'ndian transfer pricing rules prescribe a range of the 35th to the 65th
percentile, however the range concept is not applicable in certain
circumstances where the arithmetic mean is used to measure the arm's length

price and the tolerance range.

The tolerance range can be seen as one of the effective tools available to the
government to rationalize the transfer pricing risk perception of
multinationals doing business in India.

A higher tolerance range would mean that transfer pricing adjustments shall
not be made where the difference between the transaction price and the arm’s
length price falls within the tolerance range.
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The industry including multinationals were expecting some relaxation in the
rules given the Covid 19 pandemic’s impact on businesses, said experts, but
that has not been addressed.

“While the gowernment has provided a slew of tax and regulatory relaxations
in order to enahble the businesses to meet the challenges erupting in the
COVID-19 regime, it’s surprising to see that the tolerance range for transfer
pricing has been laft unchanged.” said Amit Agarwal, Partner Mangia & Co LLP.
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